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RECENT BOND CALLS. 


A little more than twenty-one years ago, the 31st of August, 1865, 
the debt, less cash in the Treasury, was $2,756,431,571. Owing to 
the presence in the Treasury of certain “unavailable” cash items 
as now calculated the reduction in the twenty-one years is $1,522,- 
310,116, which is an average annual payment of $72,409,960, or, in 
round numbers, of seventy-two and a half millions. How far this 
steady and rapid payment of the debt incurred in the war for the 
preservation of the Union, combined with the reduction of the in- 
terest rate and the increase of the population of the country, has 
affected the debt burden borne by our people can be best under- 
stood by comparing the fer capzta share of principal and interest 
for the two periods. In 1865 the debt amounted to $78.25 fer 
capita. Last year it amounted to only $24.14. In 1865 the er 
capita portion of the annual interest charge was $4.29. Last year 
it was but 83 cents. The ratio of the principal is now but two- 
thirds what it then was; that of the annual interest is but a little 
more than one-fifth. 

This rapid reduction of the debt brings up two questions: First, 
how is the Government to reach the bonds, after the 3s are re- 
deemed, before maturity? and secondly, what is to be substituted 
for the bank notes, which are fast disappearing, in consequence of 
the payment of the debt? Some have long maintained that the 
Government ought to buy the 4s, and the 4%s, even at a con- 
siderable premium, instead of redeeming all the 3s, for the reason 
that when the latter are gone, the Government, having no alter- 
16 











242 THE BANKER’S MAGAZINE. [ October, 


native, will be obliged to buy at exorbitant prices. This view is 
not wholly unassailable. In the first place, the Government can 
fix a price which it will pay for the bonds, but beyond which it 
will not go; and the question with the holder then will be whether 
it is desirable to keep or to sell them. If he is regarding his in- 
terest, as it may be supposed he will do, it does not follow that he 
will not sell if a favorable price be offered by the Government. 
So the advantage is by no means one-sided. The advantage of 
the Government is equal to the holder, and hence no danger need 
be apprehended in continuing the present policy of paying the 3s 
instead of changing and paying the other kinds. 

Again, ‘9! is not far off, and when the 3s are paid, the maturity 
of the 4%s will be so near that the premium must be affected by 
the event, and the Government will, doubtless, be able to get hold 
of them at a fair price. Moreover, as they cannot all be paid at 
maturity, the Government is in a position to make several arrange- 
ments. One, for example, is, after paying all the 3s, to offer to the 
holders of the ‘gis to extend a portion of them for a fixed time 
—one, two, or three years—on the condition of having the privil- 
ege to call an equal amount one, two, or three years earlier. This 
is one way of getting some of these bonds without paying any 
premium. Other ways, doubtless, will be found when the time comes 
for wanting them for redemption. 

With regard to the currency, very much may be said. Two things 
we think are pretty clear. First, that the people quite generally 
are opposed to any future system of circulation beside that which 
shall be furnished by the Government. The day has passed for 
granting to any corporation the privilege of issuing notes as money. 
This is not narrowed to our own country, but includes every other. 
The idea has been growing with the years that money is a Gov- 
ernment affair, that it should be responsible therefor. However 
profitable it may be for a banking corporation to issue it, this is 
one of the the things which it is clearly evident the people pro- 
pose to put wholly within public management. As for the banks 
themselves, two opinions are entertained. Many of the banks cor- 
dially agree that for one reason and another it is not expedient 
to have bank-note money. The country banks, on the other hand, 
quite generally desire it, for the reason that, without it, it is not 
profitable to do business. These institutions it is certainly desirable 
for the community to have. If the privilege of bank-note issuing ex- 
isted, the banks might be multiplied, and many communities could 
be accommodated with these institutions, which have none now, be- 
cause without this privilege the profits would not be large enough 
to engage in the business. A good deal may be said on both sides 
of this question. The fact may be noted that banks are multiplying 
rapidly, while the privilege of note-issuing practically does not exist, 
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because Government bonds are so high that, of course, the banks 
cannot afford to buy them for the sake of the profit on the circula- 
tion which may be based thereon. We do not mean to assert that. 
bank-note circulation should cease to be. We are simply expressing 
the fact, which most intelligent persons clearly recognize, that the 
trend of opinion all over the world is against the issuing of notes as: 
money by bank institutions. If there is no money to be made in 
issuing them, then of course they do*not want them. If there is any 
profit in it, then it is peculiarly a kind of profit which, it is main- 
tained, should be made by the Government itself. Moreover, it is 
clear enough that the people of our country are not likely to sanc- 
tion any paper monetary system by private corporations, either under 
National or State regulation, and they think so, not simply because 
of the imperfections that grew out of former experiments in bank- 
note issuing, but mainly for the reason above given, that it is one 
of those functions which, if exercised at all, should be exercised by 
the general Government. 

It is stoutly maintained by many that the gold and silver now ex- 
isting, and certificates issued against it, in addition to bank checks 
bills of exchange, and other instruments of credit, furnish all the 
means and machinery for effecting the exchanges and payments of 
the world without resorting to any kind or paper money. They 
would, moreover, redeem even the greenbacks, or at least remove 
the legal-tender function from them. 

We do not see, as we mentioned last month, why notes might not 
be issued against silver for its full market value; for they would be 
worth just as much as gold if they were redeemable in silver at gold 
valuation. It is true if the silver were actually demanded there might 
be a slight inconvenience in getting it and making the calculations, 
but the demand for it would be very rare if it were known that it 
could at all times be had at a gold valuation. It would be wanted 
no oftener than gold is now wanted. The two kinds would be 
of equal value, and would circulate equally well, for aught we can 
see. It may be asked, as these notes would be worth just as much 
as gold-notes or certificates calling for gold, why limit the use of 
them simply to the amount of silver held by the Government? why 
not issue them for all the silver by whomsoever owned that might 
be brought to the Government in pledge for such notes? The an- 
swer obviously is, that the more of these notes issued, the less would 
be the value of silver, and therefore the Government, by opening the 
way for others to bring their silver and get certificates for it, would 
work against its own interests. It may be said, though, that the 
Government could afford to do this in the interest of the holders of 
silver. We shall not undertake to say whether the policy of doing 
this would be wise or unwise, but merely suggest it as one of the 
means of increasing our circulation. 
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Recurring now to the use of paper money, it seems clear that the 
constitutional amendment now pending, to restrict the legal-tender 
function of paper-money to war-time, is eminently wise, and, if 
passed, would remove the principal objection to further issues of 
paper money, inasmuch as it would then be quite impossible to is- 
sue more than the people desired, because if this were done the 
remedy would be in their hands to call for the instant redemption 
of the excess. If they were purely Treasury notes, circulating by the 
voluntary will of the people, deprived of their forced quality, the 
people would then fix the volume of circulation, whatever might be 
the action of Congress, even in their wildest moments, to exceed it, 
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THE APPRECIATION OF GOLD. 


The trade depression in Europe as well as in this country has 
kindled a very wide discussion concerning its causes. In England, 
particularly, the causes generally ascribed are two-fold: the depre- 
ciation of silver and the appreciation of gold. Those who ascribe 
the depression chiefly to the latter cause do not put much stress 
on the other. How far these two causes have operated to pro- 
duce this unwelcome event, it is not our purpose to discuss. 
What we do propose to do is to inquire whether the arguments 
and facts which are used to show that gold has appreciated, have 
any solid foundation. The principal upholders of gold appreciation 
in England are Messrs. Goschen and Giffen, and their principal 
contention is that the value of gold, like the value of everything 
else, depends on the demand and supply for it; that it is in- 
creased or appreciated, because the demand for it has been rapidly 
increasing of late years, far exceeding the supply. It will, of course, 
be admitted that there has been a very considerable demand for 
it by several leading nations, but, beside the supply and demand 
principle which regulates money, there is another hardly less import- 
ant, namely, that of rapidity of circulation, and which, it seems to 
us, has been almost wholly left out of sight. We do not mean by 
rapidity the ordinary and narrower sense of the word, but its 
larger and broader one. 

Let us inquire, in the first place, who has demanded this addi- 
tional increase of gold. It will be answered that Italy has been a 
prominent demander, in order to get a sufficient supply to main- 
tain specie payments on a gold basis. Germany also has been a 
considerable demander, while the Bank of France also has been 
accumulating a very large amount. It is also said that the banks 
in the United States have been drawing largely on the gold sup- 
ply, while the Treasury of the Government is also among the com- 
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pany of gold demanders. Add to this the larger circulation of 
gold among our people, especially on the Western boundary, and 
we have one element in the problem pretty clearly before us. 

The next question is, whence has this supply been drawn? The 
answer to this question is necessary, if we are to find out whether 
there has been any actual appreciation in the yellow metal or 
not. For example, if Italy wanted fifty millions, and it was taken 
from a supply which previously had not been in active use, can it 
be maintained that such a change or diversion of gold from one 
place to the other had any effect on its value? So, too of the 
accumulation of gold by the National banks. So far as it has 
taken the place of the legal-tender notes, formerly used as a rep- 
resentative, it can hardly have had any effect on prices, for the 
substitution has operated simply to put a money of one kind in 
place of another of equal value. We do not see, therefore, how 
this substitution of gold for legal tender notes could have had any 
effect on prices, because both before and since the volume of money 
remaining in circulation has been the same. 

Moreover, the mode of getting the gold bears closely on this 
question of prices. For example, if Italy borrowed the gold it 
needed, simply giving its bonds therefor, this transaction did not, 
so far as Italy was immediately concerned, affect prices. If, instead 
of borrowing it, Italy had actually given commodities for the 
amount, and had been obliged to give a larger quantity of them 
to get the gold than it would have given if purchasing in smaller 
quantities over longer periods, then, indeed, it might be maintained 
that the transaction affected prices. But such was not the case. 
The gold was simply borrowed of some London bankers, and there- 
fore, so far as the Italian markets were concerned, no possible 
change could be ascribed to this event. It may be that those 
who furnished the gold in England were obliged to pay more for 
it; in other words, to give a larger quantity of commodities; if 
that were so, then it is fair to say that the purchase of that gold 
affected prices. What, however, was the fact? These purchases 
were made very quietly. They extended over considerable periods. 
Some of them were made in this country, and the whole transac- 
tion was conducted so noiselessly that we think it would be diffi- 
cult to prove that prices were in the least disturbed by these pur- 
chases for the Italian Government. It should not be forgotten in 
this connection that the gold of the world does not constitute a 
visible supply, like corn, wheat and cotton, the increase or diminu- 
tion of which may be easily found out. Only a portion of the 
world’s gold supply is visible—that existing in the banks, in the 
Government treasuries, and in other public places. But a very large 
portion, as we all know, is invisible, especially that which is in cir- 
culation; and it may be added, too, that in the Bank of Berlin, 
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Germany. Statisticians are constantly at war over the amount in the 
world, and the various estimates and guesses are very wide apart. 
Now, the drawing on this invisible supply has a very different effect 
on prices than if the amount and location of the gold were actually 
known. The syndicate who obtained the supply for Italy, as before 
remarked, picked it up in various ways and times. They did not go 
to the Bank of England or to the banks in New York, or to any 
other public deposit and draw directly from it, and thus make clear 
to the world that they were reducing the visible gold supply. We 
venture to say that if the Italian Government had kept the transac- 
action a profound secret, and also the bankers who furnished the 
gold, until the transaction was ended, that the world would never 
have known that such a thing had been done, so far as any registra- 
tion of the effect on the markets of the world. Not a single trace 
of the change would have appeared. 

These imperfect hints clearly enough show that those who have 
been trying to prove that gold has appreciated, have worked out the 
problem in too light and hasty a manner. The problem is far more 
difficult and.complex than they have imagined. The fact that more 
gold is wanted, and that the supply is lessening, is by no means an 
answer to the inquiry. What quantity of gold is hoarded? how long 
has it been hidden away? how have these hoards for ages affected 
prices? how have they been put into the market or withdrawn 
therefrom? These facts must be considered in thoroughly treating 
the question. After the Franco-German war ended and France made 
a great gold loan, it was drawn mainly from the stockings of the 
peasantry, where it had been slowly accumulating for a long period. 
No one dreamed of the existence of this hoard, and it was therefore a 
new supply to that existing before. Nor can we maintain that these 
hoards have now been fully unearthed and used. The probability is 
that there is a large amount of gold either unknown, or if in circula- 
tion, is moving very sluggishly from one person or place to another. 
A large amount of gold exists in circulation among European peo- 
ples, and also over here, and this for the most part is moving slowly 
and doing but very little work as compared with the money which 
is deposited in banks, and moving about by checks and clearing- 
house process. Probably the gold in circulation is moving more 
rapidly than previously, and is doing more work. Nevertheless, its 
capacity to affect exchanges has by no means been fully developed ; 
and if gold should actually appreciate, if prices should become af- 
fected by reason of its scarcity, one of the certain results would be 
its more rapid circulation. The loss arising from scarcity would to 
some extent, if not fully, be made up by the larger use of the gold 
we have. 

Finally, it may be added that the causes of the diminution of 
prices is one thing, the effect of larger supply in expanding them is 
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quite another. Whether gold has appreciated or not, it is very likely 
true that a larger supply of it, or, in other words, a larger supply of 
good money, would have the effect of quickening trade and reviving 
business ; but this is, as we before remarked, quite another question, 
and should be kept distinct from the other. 
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BONDS OF OFFICIALS. 


From time to time we have published cases relating to the neg- 
lect of banks to keep alive the bonds of officials. Again and again 
do cases arise of defective bonds, either because they were not 
properly given, or the time covered by them had expired, or the 
duty of the principal had changed, thereby relieving his sureties. 
The negligence of the directors of companies to attend to the tak- 
ing and keeping of them alive is illustrated too frequently. 

It is well known that if a paying-teller, for example, who has 
given his bond for the faithful performance of his duties, is pro- 
moted to cashier, that a new bond is required, and if it be not 
given and he prove a defaulter, the bank cannot look to the sure- 
ties on his bond for anything. The law is well enough settled on 
this point, and rightly so, for it is supposed that when the sureties 
sign, they have in mind the particular duty of paying-teller which is 
to be performed, and do not intend to obligate themselves to respond 
in the event of loss while he is acting in any other or higher ca- 
pacity. Promotions are constantly going on among bank officials, 
and yet we fear that in many cases the giving of new bonds is 
quite forgotten, so that the officials are really acting without any 
bonds at all. Again it sometimes happens that banks are reorgan- 
ized, but nothing is said or done in the way of giving new bonds; 
defalcations happen, and the directors then wipe their spectacles and 
inquire as to the whereabouts and ability of the bondsmen to re- 
spond, and learn when too late that none are legally holden. For 
One reason and another a great many bonds expire and become 
worthless, and in all cases through inattention. In view of the large 
number of defalcations that have happened within a few years 
through speculation and otherwise, the attention of the banks should 
be directed to this matter. There should be a general looking into 
the nature and validity of all official bonds, and we venture to say 
that if this were done many cases would be found in which bonds- 
men were dead, or the officers had been promoted without giving 
new ones, or the banks had been reorganized, and nothing had been 
done in the way of renewing or keeping alive the bonds required. 

Another object we have in view in calling the attention of our 
readers to this matter is, that inasmuch as the principle is a good 
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one, why not extend it to the treasurers, and other moneyed officers 
of other corporations. The grievous defalcations in Lowell and Bos- 
ton recently, must be in the minds of every one, and it would seem 
as though such officers should be required to give bonds quite as 
much as the cashiers and other officers of banking institutions. In 
every case there is danger. No official, however long or well he may 
have served, is wholly exempt amid the temptations of life. Com- 
panies have been formed, whose business it is to act as sureties on 
such obligations. The way, therefore, is easy to procure ample 
bonds, and the excuse therefore is less justifiable than it was when 
individuals hesitated to sign such instruments. Every person who is 
worth serving in a place of trust can to-day procure a good surety; 
and if he cannot, it is the best evidence in the world why he should 
not serve. We repeat, therefore, that the moneyed corporations should 
be more careful and circumspect in this matter, and require the giving 
of ampler bonds, and be more vigilant in the examination of them 
in order to preserve their vitality. 





RAILROAD DISCRIMINATIONS. 


We all know that the contentions of shippers against railroad com- 
panies for lower freights or different classifications, have often been 
made, not so much from necessity or injustice as to get an advant- 
age over rivals in business. This truth of late has had a noteworthy 
illustration. For a long time dry goods jobbers in the West have 
been complaining that the rates for transporting freight to the West 
were too high and ought to be reduced. After several hearings the 
railroads concluded to amend their schedules, but in such a way. 
as to treat all shippers alike, whether sending one ton or a thousand. 
One consequence of the change is, that the retail dealers can now go 
to New York and buy their goods and have them shipped to Chi- 
cago or St. Louis at just the same rates as the jobbers can, and, 
therefore, as the jobbers immediately saw, the effect of the change 
would be to deprive them of their customers, to the obvious gain 
of the jobbers and commission-houses in New York. The latter are 
perfectly content over what has happened, because they do not care 
a fig to whom they sell goods, whether to the jobber or retailer. 
The consequence is, that after this prolonged and bitter fight, the 
Western jobbers, who started the demand for lower rates, while get- 
ting the concessions they wanted on the one hand, are sure to lose 
their business on the other. This result, of course, was entirely un- 
expected when the fight began, and simply shows that fighting, 
even in this day of general enlightenment, is a somewhat uncertain 
business, and the lesson obviously is that a person had better ex- 
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plore the ground as thoroughly as possible before beginning the 
contest. The jobbers say that under the old system, while the 
rates were too high, they obtained rebates, and thereby had the 
advantage over the retailers and kept them at home, while now 
this advantage is unexpectedly taken away. 

One can hardly help smiling over this result of the change; the 
settlement. however, brings to light two or three matters of great mo- 
ment. The first is, that this freight war, like many other wars, has 
been raging for a long time, not because the railroads were practicing 
any injustice, but simply to enable one class of men in business 
to gain an advantage over another, and this, in truth, is what 
many of these controversies mean. The outside public, not know- 
ing or caring, or blinded to the true meaning of them, are led 
to suppose that the railroads are practicing extortions and com- 
mitting great injustice, when in truth the shippers are simply try- 
ing to do what they accuse the carriers themselves of doing. 

Another truth is, that it is useless for the railroad companies to 
attempt to equalize the advantages between persons engaged in 
different kinds of business, and between various places, by means 
of tariffs. If a rating be made favorable to Philadelphia to-day, 
it is a perfectly easy thing for the New York Central to make a 
rate equally favorable to New York to-morrow, and for the Balti- 
more and Ohio to do the same for Baltimore. It is, therefore, we 
repeat, a foolish thing for the railroads to attempt any longer to 
make tariffs that shall be especially favorable to places on their 
own line, to the injury of places on the lines of competing roads. 
It is foolish to assume that the manager of any of the great com- 
panies is smarter than the manager of any rival one, or that any 
company will long permit an advantage of this sort to remain un- 
noticed and uncorrected. The plain principle evidently is to make 
the same rates for all persons, regardless of quantities ; to charge the 
same rates between places on competing lines, and then if disadvan- 
tages between one place and another arise, these must be corrected as 
best they can by the various parties affected. The one clear rule 
is for competing companies to treat all alike, and then let the 
competitors fight their own battles. If they are prepared to act 
on this principle well and good; if not, the other way is for the 
Government to appoint commissioners to make and execute regu- 
lations for the companies. 
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FINANCIAL FACTS AND OPINIONS. 


The United Ireland, published at Dublin, and understood to be 
Mr. Parnell’s organ, said, on the 22d of July, that “the judicial 
rents are becoming daily more impossible for the tenantry to pay, 
and more unbearable.” This is not going farther than Mr. Smith, 
an old member of Parliament from Liverpool, said not many 
months ago at a public meeting in England, in which he declared 
that from the fall in prices, and especially of cattle, within the 
few years since the Irish judicial rents were fixed, they could not 
be paid out of the land, and could not be collected by any pro- 
cess whatever. He also declared his opinion to be, that things 
were going from bad to worse in respect to the prices of the 
things which the Irish must sell in order to pay rents. This is 
the economic difficulty to be dealt with. Gladstone proposed to 
solve it by capitalizing the rents at a rate which would foot up 
more than two hundred millions sterling, and pay off the land- 
lords with British consols, for which Ireland was to be made re- 
sponsible as the guarantor for Irish purchasers and tenants. Two 
hundred millions sterling is nominally only the equivalent of the 
five milliards of francs imposed as a war fine upon France by the 
victorious Germans, which astounded mankind by its magnitude. 
Really it is a good deal more, from the large rise which is ad- 
mitted on all hands to have taken place in the value of money 
since 1871, when the Franco-German war terminated. 

It is true that Mr. Gladstone only proposed to call in the first 
instance for fifty millions sterling towards the payment of the 
landlords. But, to complete the purchases, if all the landlords 
elected to sell, as they certainly would on the excessively liberal 
terms of his offer, would have required in the end, and within no 
long time, £214,000,000. That is the figure reached by very care- 
ful calculations made in the Loudon £cononzst, and upon sufficient 
data. Judicial rents have been established as to a large amount 
of lands in Ireland, and it is only necessary to assume that the 
same rate of rents will be fixed by the courts in respect to the 
other lands. 

The first case of dooming a rich country like France to the 
punishment of paying the famous “Five Milliards” was sufficiently 
amazing, but the attempt to repeat it upon a thoroughly impov- 
erished people like the Irish, with only one-seventh of the num- 
bers of the French, lacks no conceivable feature of impossibility. 
There is nothing in the lands themselves, in the nature of any 
income to be obtained from them, to pay any approximation to 
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such a gigantic sum. The guarantee of its payment by the separ- 
ate government proposed to be established in Ireland, would soon 
and inevitably be repudiated, and it is by no means certain that 
the credit of the British Empire, strong as it is, could bear the 
strain of an additional debt of /£ 200,000,000, 

It is a fortunate escape for Ireland that Mr. Gladstone’s land 
purchase project has been rejected by the British people, and so 
decisively that Mr. Gladstone has himself now apparently aban- 
doned it. That project had no elements of a real and permanent 
settlement of the land difficulty. With a little more patience the 
Irish will obtain their lands upon vastly better terms, and they 
must be vastly better in order to be practicable. Irish lands have 
been depressed in value by the course of events. The resulting losses 
to the owners have the proportions of a catastrophe, and they can- 
not be shifted off upon either the Irish people, or upon the al- 
ready debt-burdened British Empire. 





It appears from the statements of the Comptroller of the Currency 
that between May 6, 1885, and June 3, 1886, or in about thirteen 
months, the number of National banks increased 120, and their 
aggregate capital (including surplus and undivided profits) increased 
$35,000,000, although during the same time their circulation dim- 
inished $25,000,000. This experience tends to prove that the sys- 
tem has a vigorous vitality and also a capacity of expansion, in- 
dependent altogether of circulation, and that the disappearance of 
the National banks is not among the possibilities until 1907, and 
not then, unless the 4s which mature at that date are all promptly 
paid off. The whole number of those in existence on the Ist of 
last October did not require more than $80,000,000 of bonds to 
uphold their charters, if none of them held any excess above the 
minimum required by law, and the present tendency of all of 
them must now be to reduce their holdings to that minimum, 

In most of the States, bankers have the choice between carry- 
ing on their business under either State laws or the national law. 
With their differing opinions their preferences will differ, but it 
may be regarded as certain that both classes of banks will in- 
crease with increasing wealth, population and exchanges. 

Upon the whole, it does not seem that the calling of all the 
3s and of the 4%s will affect the growth of the National banking 
system, and it will certainly not affect the profits of the system, 
as it is a question about which careful calculators disagree, 
whether there is now any profit at all in the circulation, taxed as 
it is, and with the high prices of government bonds. 

What is affected by the continued calls of bonds is the reduc- 
tion of National bank currency, and that is a matter which 
touches public interests, and not any special interest of the banks 
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themselves. It is certain that the country will not tolerate the 
idea of maintaining a public debt, for any such purpose as that 
of basing a note currency upon it. The continued steady liquida- 
tion of the public debt will and ought to go on, and it is for 
the leaders in finance to agree upon some other basis of currency, 
which is sound in itself and can also be made acceptable to those 
who exercise the legislative power. Until such a new basis can 
be devised, there are several possible expedients which will mod- 
erate the reduction of bank notes under the present system. One 
of them is, to increase the permitted issue of notes on the 4s and 
4¥%s from go to 100 per cent. of the face of those bonds. Another 
is to propose to the holders of the 4s to exchange them for 2s, ma- 
turing at the same date of 1907, upon receiving in cash the fairly- 
calculated difference in the value of the bonds to be exchanged. 
Still another, not very hopeful, but still worth trying, is to offer to 
buy a moderate amount of the 4s at their market rate at the date of 
the offer. To whatever extent such an offer might be responded to, 
the rapidity and magnitude of calls for the 3s will be lessened. 





The actual present production of wheat in India is a matter of 
great moment to our agricultural interests, and it seems now to be 
ascertained with a near approach to accuracy. The Revenue and 
Agricultural Department of the Indian Government has issued a 
return on the subject of as late a date as the 17th of last June, 
and as it has charge of the collection of the land taxes, it ought 
to be very reliable. The summing up is 27,392,742 acres growing 
wheat, and a production of 7,739,424 gross tons, which is equal to 
288,938,163 bushels, 60 pounds to the bushel. 

During April and May, the last reported months of this year, the 
Officially stated wheat exports of Indian wheat were 5,462,419 cwts., 
or 10,196,515 bushels, 60 pounds to the bushel. During the two cor- 
responding months of last year they were 3,368,082 cwts., or 6,287,- 
087 bushels. The export of Indian wheat increased largely, notwith- 
standing the continued fail in its gold price in the markets to which 
it is sent. In the last week of July, 1886, the average price of wheat 
in the British markets was 31s. 3d. as compared with 33s. 11d. in 
the corresponding week in 1885. But from the fall in silver rela- 
tively to gold during the same period, the Indian producer ob- 
tained no less of the money he uses than he did in the previous 
year. From his point of view, there has been no fall in wheat, 
and he proceeded as before with its cultivation. 

How much of the wheat produced in India may be exported de- 
pends upon its home price relatively to other food grains, and 
upon its price in the foreign markets. There is no general habit in 
India of consuming it. In a report made in May last upon the 
Punjaub, and the same observations are doubtless true of other pro- 
vinces, it is said: 
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It would be difficult to say how much of the wheat produced this year 
will be consumed locally, and how much will be available for export. 
The majority of agriculturists eat the inferior grains, and grow wheat 
only tosell. As a rule, only those who are fairly well off, whether of 
farmers or of dwellers in towns, eat wheat. 


An unofficial report (Walker’s private circular) of Indian wheat 
exports since May, makes the quantity in June, July, and the 
first three weeks in August, 15,140,000 bushels. That is probably 
short of the mark, as the same report underrates the export in 
April and May by 2,308,000 bushels. 





A correspondent inquires if there is any necessary connection be- 
tween a fall in the price of wheat in gold standard countries, and a 
fall in the gold price of silver. The connection is certainly not a 
necessary one, because it depends upon whether silver either main- 
tains its purchasing power over wheat in silver standard countries, 
while its gold price is lowered, or loses purchasing power over 
wheat in such countries by a less per centage than that of the fall 
in its gold price. Thus far since the fall in the gold price of silver 
commencing in 1873-4, the evidence is conclusive that in silver 
standard countries, notably India, the purchasing power of silver over 
wheat has not been in any degree impaired. So long as that con- 
tinues to be the case, with every fall in the gold price of silver, 
there must be a corresponding fall in the price of wheat in gold 
standard countries. The reason is the simple and plain one, that 
the owner of money kept at the gold standard, in proportion that 
he can buy silver with it at a lower rate, can buy wheat at a lower 
rate by first converting his money into silver. 

But it is not among necessary and pre-ordained things, that 
silver must always maintain its purchasing power over wheat, or that 
its loss of that purchasing power may not be equal in degree to its 
own fall in price relatively to gold. It is certainly possible, and some 
persons think it is probable, that conditions may be so changed, that 
the depreciation of silver relatively to wheat in India may be as 
great as its depreciation relatively to gold in London and New 
York. If that shall happen, either fully or approximately, within no 
long time, the competition of India with our wheat-growers will be 
a short-lived mischief. 





The question whether bonds no longer interest-bearing, because 
calls for them have matured, can still be held as security for bank 
circulation, is a proper one to be raised and decided, but there is 
no public interest involved in it, and the amount of bonds to 
which the question applies must always be insignificant. A past due 
bond, being a presently payable demand upon the United States 
Treasury, is a security for 90 per cent. of its face, which will not be 
distrusted by the holders of bank notes. Such bonds will not be 
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left by banks as a guaranty for circulation, except for very short 
periods, when they may be temporarily undecided about continuing 
their business, or as to the class of bonds they will purchase for the 
purpose of substitution. It is a close question whether they can af- 
ford to keep their circulation on bonds upon which they do receive 
interest, and they will not long keep it on bonds which yield no 
income. 





During the last Indian fiscal year ending March 31, the net import 
of silver by India in its trade with all countries was $56,287,311, at 
our coining rate. At its gold price, it was (say) 25 per cent. less, or 
$42,215,483. This was much beyond the average of the yearly ab- 
sorptions of silver by India. During the current fiscal year it will 
doubtless fall off, but there are no indications that it will go below 
the average. During April and May it amounted to $6,625,830 at our 
coining rate, or to $4,969,373 at its gold price. 





The total income of lands in Great Britain during the year 1884- 
5, including both town and rural real estate, as officially estimated for 
the purpose of collecting the income tax, was $325,175,000. As 
compared with the preceding year, this was a decrease of $2,015,- 
ooo. As compared with 1879-80, it was a decrease of $22,550,000, 
and it is the opinion of the Commissioners of Revenue that when 
the applications for abatements are all acted upon, the decrease 
will prove to be $26,325,000. Town rents have .so far held up 
much better than agricultural rents, which have fallen heavily, 
and seem likely to continue to fall. Taking town and country 
property together, the percentage of fall since 1879-80 has not been 
so great as might have been expected from the subsequent pro- 
tracted and severe depression, but it is the exact opposite of that 
advance by “leaps and bounds” between 1850 and 1870, over which 
Mr. Gladstone so exulted, and which he doubtless believed would 


continue forever. 





The full-tender silver in Germany is estimated at $120,000,000. 
It consists entirely of thaler pieces, and includes the Austrian 
thalers, which have circulated in Germany under the Monetary 
Convention of 1857, two of the parties to which were Prussia and 
Austria. The obligation of the present German Empire to main- 
tain the circulation of these Austrian thalers, until it is ready to 
redeem them, has always been recognized. 

The German Executive has full legal power to declare the de 
monetization of the remaining $120,000,000 of thalers, first giving 
notice of its readiness to redeem them in gold, at a relative valu- 
tion of 15% to 1 between the two metals. But as the suspension 
of the buying up of the thaler dates from May, 1879, and has 
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continued a long time, Bismarck deemed it proper to announce a 
year or two ago that it would not be again resumed without con- 


sulting the German Parliament and taking their direction. 


In sub- 


stance, the demonetization of silver in Germany was arrested at the 
point it had reached in May, 1879, and further steps will not be 
taken in it without a resolution of the legislative branch to that 


effect. 


The policy of taking further steps is at present very little agitated 
in Germany, and is not at all likely to be, until there is some de- 


cided change for the better in monetary affairs in Europe. 


On the 


other hand, there are no existing indications that Germany is in- 
clined to retrace any of the steps which it has already taken in the 
work of demonetizing silver. It seems to have settled down into the 
“expectant attitude” which France has tranquilly occupied during 
the past decade. As an illustration of the quietude of the German 
mind on the subject, it is stated that the Central Association of 
German Industries recently made inquiry as to the views of the as- 
sociations which it represents, and that among twenty-seven replies 
twenty-one advised against any change in the situation of the coin- 
ages, and that of the remaining six one half advised a completion of 
the work of going to a standard exclusively of gold, while the other 


half advised the establishment of the double standard. 


The plan is somewhat talked of in Germany of withdrawing the 
five mark ($1.25) gold piece, which is too small to be convenient in 
use, and to increase the subsidiary silver to fifteen marks fer capita. 
This would add rather more than $30,000,000 to the subsidiary 


silver. 





The accounts of the markets for dry goods in this country, 
given in the Dry Goods Reporter, and other organs of that interest, 
agree in saying that prices are no longer falling; that confidence 
exists in the maintenance of their present range; and that a rise 
is expected by many. Stocks are stated not to be large, and the 
consumption is believed to be now equal to the production. In 
respect to woolens, these views are strengthened by the expecta- 
tion that they must rise in European markets, in response to the 


rise there in wools. 


In respect to the European dry goods markets in general, the 
large increase in the amounts being sent here for sale, notwith- 
standing the low prices, confirms the accounts that there is no 
improvement in prices abroad. Until some new fact appears, the 
prospect of any such improvement in the near future is not flat- 
tering. The condition of labor in Europe has rarely been worse 
than it is now, and the consumption of everything not absolutely re- 
quired to support life must be at a low ebb. At the same time, ex- 


ports from Europe cannot be large to the non-commercial countries, 
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whose means of payment are crippled by the depressed prices of the 
staples which they produce. Most of those countries owe heavy 
debts in Europe, and it requires more and more of their staples, as 
they fall in price, to pay the interest on their debts. 
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EFFECTS OF LOWERED INTEREST RATES. 


In the last number of this Magazine we referred to the fall in the 
rate of interest in this country, of which the general cause is the 
rapid increase of loanable capital, aided in recent years by the re- 
turn to the loan market of a considerable part of the sums here- 
tofore withdrawn from enterprise and production by being locked 
up in the bonds of the United States. We propose now to con- 
sider some of the effects of the fall in interest rates. 

One of them will be a tendency to a rise in the capital, or selling 
price of real estate of all descriptions, productive and unproductive, 
and including structures and other improvements upon it. In re- 
spect to income-bearing real estate, it is obvious that the net in- 
come remaining the same, the selling price will rise precisely in 
the proportion that interest rates fall. When mortgage securities, 
individual or corporate, generally accepted as good, and yielding a 
net income of (say) three per cent. per annum, are saleable at par, 
productive real estate will be saleable at such prices that the net 
income will be three per cent. on them, or, as the English express 
it, real estate will be saleable at 33% years’ purchase, when, if the 
rate of interest was five per cent., it would be saleable at only 
twenty years’ purchase. It is not so obvious but is as certainly 
true, that unproductive real property will rise in selling price as in- 
terest falls. Such property, yielding no income, and being, besides 
that, subjected to annual tax charges, will be held only with an 
expectation of its appreciation at a future period, from the growth 
of timber upon it, or from the increase of wealth and population 
in the vicinity of it, or from some other circumstance. But what 
men can afford to pay, or will pay, to-day for property expected to 
be worth a certain price ten or twenty years hence, depends en- 
tirely upon the present current rate of interest, and upon what is 
expected to be the average current rate during the period of wait- 
ing for the result. 

Another effect of a fall in interest will be to cheapen all forms of 
production—mining, agricultural and industrial—and to lower the 
cost of distributing products among consumers. Interest on the 
capital employed in production, whether furnished by the producer 
himself or borrowed by him, must be one of the items of cost in 
producing. In former times we have been accustomed to speak of 
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the lower rates of interest in Western Europe as being almost, if 
not quite, as great an advantage in favor of the European manu- 
facturers as compared with our own, as their ability to obtain 
cheaper labor. It was, at any rate, an important advantage, but is 
now distinctly disappearing, which will be a gain for somebody— 
either to our manufacturers who can borrow needed capital at lower 
rates; to labor, by increasing its share of the profits of manufac- 
turing; or to the purchaser of the thing produced by reducing its 
market price; or, what is more probable, it will be a gain divided 
among those three classes of persons in some proportion, not pos- 
sible to be exactly foreseen, and which may vary at different times 
and under different circumstances. 

Another effect of abundant capital and falling rates of interest 
will be to stimulate the erection of buildings, which, at even low- 
ered rents, will pay as large an income as can be obtained upon 
any form of money security which is equally safe. The building 
trades are now, in nearly every city in this country, unusually active. 
In New York City the estimated cost of the buildings approved 
and authorized during the first half of 1886 was $37,666,543, where- 
as it was only $45,574,013 during the whole of 1885. 

Another effect of falling rates of interest in this country will be 
to put an end to the negotiation of American securities on the 
other side of the Atlantic, and not only to do that, but to cause 
the steady return to this country of such securities negotiated in 
Europe in times past. It is of no consequence how much persons 
may differ as to the consequences of this effect of falling rates of 
interest in this country, or that some deprecate it while others re- 
joice over it. The international movement of securities is not in- 
fluenced in the slightest degree by anybody’s wishes or anybody’s 
theories. It is determined by the relative prices of securities in 
different markets, which prices depend upor. the relative rate of 
interest in different markets, subject to the qualification that at 
the same rate of interest in different markets, securities will sell 
higher at home than they will abroad. As the rate of interest in 
this country approaches more nearly to the rate in Europe, this 
market will be the best one for all newly-created securities, and 
nothing can prevent the return here of securities formerly created 
and now held elsewhere. One of the leading dailies of this city laid 
down, within three or four years, the broad doctrine that among the 
leading objects of American statesmen should be that of commanding 
foreign capital by the aid of our credit. If the wisdom of that is 
as indubitable as we believe the folly of it to be preposterous and 
transparent, it will not affect the actual result. There is nothing 
which American statesmen can do, or leave undone, to prevent our 
securities from going to the highest bidders. The bull side of 
Wall Street is never so happy as when it makes itself believe, or 
17 
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makes others believe, that foreign investors are eagerly buying rail- 
road bonds in the New York market. But what will happen in 
that respect will not be influenced by the consideration that it will 
please either the bull side or the bear side of Wall Street. With 
Capital as abundant, and interest substantially as low in New York 
and Boston as it is in Europe, it will be on this side of the At- 
lantic, and not on the other, that the holding of American securi- 
ties will tend irresistibly to be concentrated. 

The London Economist stated a year or two ago that the accepted 
estimate of the American securities then owned in Europe was one 
thousand million dollars, yielding an average annual income of five 
per cent., or $50,000,000. Whatever the amount then was, or is now, 
the process of purchasing those securities so as to bring them 
home, will tend to check the fall in the rates of interest in this 
country, by making what will be at any rate a very large outlet for 
the additions which are constantly being made to our loanable 
capital. 

The average favorable balance of our foreign merchandise trade 
has Leen large enough during the last eight or ten years to admit 
of the purchase of considerable amounts of our securities held 
abroad. The favorable balance of the fiscal year just closed on the 
30th of last June was below the average, having been only $44,- 
172,366. To that may certainly be added our net export during 
that year of $11,753,929 of silver, inasmuch as the bullion and for- 
eign coins of that metal, of which the export consisted, are not 
money in this country, not having the right of coinage. Our net 
export of gold during that year amounting to $22,712,060 was an ex- 
port of money, because all gold is convertible into money at the 
will of the holder. An export of gold from a country which pro- 
duces it is, however, not an abnormal circumstance, and it counts 
as much in our foreign trade as any other product. With the net 
export of the two precious metals added to the favorable balance 
of our merchandise trade during the last fiscal year, the aggregate 
favorable balance was $78,638,355. It is true that, in addition to 
interest and dividends, which we must pay on our bonds and stock 
held abroad, we have to provide for the payment of freights to 
foreign ships, and for the expenses of American travelers in Europe; 
but, on the other hand, a large amount of capital is brought .to us 
by immigrants, and another large amount is invested here every year 
in mining, manufacturing and lands. The facts of the situation, 
taken together, indicate that the balance of the flow of securities 
was not outward, but inward, during the fiscal year just closed. 
This is made more probable by the well-known circumstance, that 
of the swollen imports of the year, an unusual proportion con- 
sisted of consignments of goods sent here to be sold at slaughter 
prices by needy and desperate European merchants and manufac- 
turers. 
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RAILWAY FORECLOSURES. 


The Razlway Age, after observing that the foreclosure sales of 
railroads were much greater during 1885 than during 1884, says 
that it is still “more discouraging” to note the fact that such sales 
during the first half of 1886 covered 5,192 miles of road, with 
bonded debts of $163,550,000, and stock capitals of $128,070,000. 

If the foreclosures of railroads were always attributable to their 
failure to yield income enough to pay interest on the money paid 
in, or borrowed and invested in such works, they would indicate 
either unfortunate miscalculations on the part of their projectors, 
or some extreme depression in business, which could not have been 
foreseen by careful and sagacious persons. But where such fore- 
closures have resulted, as has often been the case, not because 
roads have not paid reasonably well upon their actual cost, but 
because they were bonded for double and even treble all the real 
Capital put into them, and because their stock capital was merely 
water, it cannot be necessarily inferred, either that the growth 
of the country has been arrested and its prosperity paralyzed, or 
that the calculations of their projectors have been unexpectedly baf- 
fled. Indeed, it is often well enough known that the promoters of 
such schemes most generally accomplish precisely what they started 
out to accomplish, which was, to put off upon confiding investors 
a mass of (so-called) securities and shares at a round profit to 
themselves. 

The foreclosure of the over-capitalized roads is in no sense a 
bad symptom in respect to the business condition of the country. 
Furthermore, if the foreclosure of such roads was followed by their 
reorganization on a sound basis, cutting down their bonds and 
stock to the actual cost of the properties, and in no event allow- 
ing them to exceed their fair earning power, the consequences, 
instead of being injurious, would be positively beneficial. 

In the conspicuous case of the Reading Railroad, while there is 
a difference of opinion, based upon a difference of interest, as to 
the manner of reorganizing it, and as to the particular combina- 
tion of persons to whom the work of reorganization should be 
intrusted, all agree that a great element of mischief in the rail- 
road world would be eliminated by a compulsory cutting down of 
its debts and shares to the point indicated by the net income 
which the property is now actually earning, and is reasonably 
likely to earn hereafter. 

It is unfortunately true, however, that in many cases, perhaps in 
most cases, the reorganizations following the foreclosures of rail- 
roads, instead of correcting the original mischief, are so arranged 
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as to perpetuate it, and that nothing is accomplished except to 
put old frauds into new and -fresh forms, so as to catch and 
victimize a second set of confiding investors. [t is a matter of 
necessity in these reorganizations, to bring the fixed charges down 
approximately near to earning capacity. But while bonded debts 
must be reduced, or the rate of interest on them lowered, there 
is nothing to prevent the manipulators from trying to indemnify 
themselves by an enlargement of the stock, and they often indulge 
in that without any restraint or compunction whatever. Innumer- 
able cases of that kind will occur to the reader, such as those of 
the Denver and Rio Grande, the Northern Pacific, etc. In the case 
of the reorganization of the last named company, after representing 
all possible claims by preferred stock, a douceur of $50,000,000 of 
common stock, to represent the chances of making something out 
of nothing, was ladled out, for the purpose of making things 
happy and comfortable all around. The old adage of the school- 
men, and we will give it in English and not in dog Latin, that 
nothing can come from nothing, was true for many centuries, but 
has ceased to be true during the era of American railroad organ- 
izations, and reorganizations. A great many rich crops have grown 
since then, and with surprising rapidity, out of a soil of utter 
nothingness. 





THE RELATION BETWEEN BANKS AND THEIR 
DEPOSITORS.* 


A bank has no right to retain a depositor’s balance to apply on 
an indebtedness which has not matured. “A lien,” said Judge Fol- 
ger (Jordan v. Shoe and Leather Bank, 74 N. Y., 1878, p. 473) “is 
a right of one to retain property in his possession belonging to 
another, until certain demands of him in possession are satisfied” 
(Hammonds v. Barclay, 2 East 227). But mere possession does not 
give the right. It must rise from contract or from operation of 
law, &c. After the paper discounted falls due and payable and 
remains unpaid, unless other rights have intervened, the bank may 
hold a balance of deposits and apply it towards the payment of 
the paper. But these deposits in a bank create between it and the 
depositor the relation of debtor and creditor. Now, a debtor in 
one sum has no lien upon it in his hands for the payment of a 
debt owned by him which has not yet matured; nor has a bank 
more than any other debtor. Both hold, as debtors, the moneys of 
their creditors, and may set up no claim to them not given by the 
law of set-off, counter-claim, recoupment, or kindred rules. (Beck- 


* Copyright, 1886, by Homans Publishing Company. 
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with v. Union Bank, 4 Sanf. 604, s. c. 9 N. Y., 211; Giles v. Per- 
kins, 9 East 37). 
PAYMENT OF DEPOSITS. 

Partnership Deposits. With respect to partnership deposits sev- 
eral principles have been established. In England, Judge Bayley 
said in Szmson v. Ingham, (2 Barn. & Cres., p. 72), “that where 
one of several partners dies, and the partnership is in debt, and the 
surviving partners continue their dealings with a particular creditor, 
and the latter joins the transactions of the old and the new firm 
in one entire account, then the payments made from time to time 
by the surviving parties must be applied to the old debt. In that 
case, it is to be presumed that all the parties have consented that 
it should be considered as one entire account, and that the death 
of one of the partners has produced no alteration whatever.” In 
this case, at the time of the death of a partner in a country 
bank, it owed a considerable balance to a London banking house. 
The course of business was for the latter house to send to the 
other a monthly account of receipts and payments. In the 
month succeeding the death of the deceased partner, the Lon- 
don house received more than enough to pay the balance due 
from the other; on the other hand, it advanced on account of the 
country bank as much as it received. At first, the London bank 
entered in its books all receipts and payments after the death of 
the partner to the account of the old firm, but did not transmit 
any account to the country bankers until two months after that 
event. Then two accounts were sent, one of them containing the 
dealings of the old firm to the death of the partner, and the other 
all subsequent payments and receipts. It was held that the entries 
in the books of the London house did not effect a complete 
appropriation by it of the several payments to the old account, 
nor could they have this effect until knowledge of them had been 
communicated to the country house. The London house, therefore, 
notwithstanding the entries it had made, could apply the payments 
received subsequently to the death of the partner to the new firm. 
(Holroyd J., who concurred, citing Cox v. Troy, § Barn. & Ald., 474.) 

If one of two partners carries on business in his own name 
and deposits the moneys of the partnership in his individual name, 
they belong to the partnership, and the other partner has the right 
to change the account during the life of the depositing partner, 
have the money placed to the credit of the partnership, and after 
his death, to check it out as surviving partner. As a surviving part- 
ner has the right to use the partnership name for the transaction 
of partnership business, a check drawn on a bank by him either 
in the partnership name, or in his own name as surviving partner, 
will protect the bank that pays it. (Commercial National Bank v. 
Proctor, 98 Ill. 588; Backhouse v. Charlton, 8 Ch. Dec. 444.) 
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A bank cannot apply the deposits of a new partnership to pay 
the overdraft of an old one, if notice of the change has been given, 
and also that future deposits are to be used in paying the checks 
of the {new partnership. (Rzchardson v. International Bank, 11 Iil., 
app. 582.) 

Moreover, money deposited in the name of a firm cannot be 
drawn out on the check of an individual partner. If a bank should 
pay such a check from the firm deposit, it could justify itself only 
by showing that the money thus drawn was applied to the use of 
the firm. A partner did once draw from a bank on his individual 
check, partnership money, saying at the time that the form of the 
check was a mistake, that the money was drawn on joint account, 
and directing the bank to pay it and similar ones which he might 
draw thereafter. The bank was declared to be without excuse in 
paying such a check. (Coote v. Bank of VU. S., 3 Cranch C. 
Ct. 50.) 

In England, more cases have arisen of this nature than in our 
own country. They are all given by Mr. Grant. In the absence 
of a special agreement fixing the mode of drawing checks on the 
partnership fund, the depositary must honor checks not post-dated 
drawn in the partnership name, but not otherwise. (Forster v. 
Mackreth, L. R., 2 Ex. 163; Kirk v. Blurton, 9 M. & W. 284; 
Emly v. Lye, 15 East, 7; Nzcholson v. Ricketts, 29 L. I. 2 B. 55.) 

If the name of a firm is inaccurately stated, a bank ought not 
to cash such a check without inquiry, unless the inaccuracy is 
habitual, or an agreement exists to honor checks thus drawn. 
(Kirk v. Blurton, 9 M. & W. 284; Bowden v. Howell, 3 M. & G., 
641; Wéantle v. Crowther, 1 C. J., 310.) 

When a partnership account is kept at a bank, each partner 
having the right to draw thereon, and also individual accounts, it 
is not the province of the depositary to inquire into the propriety 
of the transfer of money from one account to another. (Backhouse 
v. Charlton, 8 Ch. Dec. 444.) 

If an account is opened with a bank by one of two partners in 
his own name, this is not conclusive to show that the account was 
opened in his own behalf. The bank can prove that it was act- 
ing as the agent of the partnership, and that the account was 
theirs. The mere circumstance, however, that the money deposited 
belonged to the partnership is not sufficient for this purpose. 
(Cooke v. Seeley, 2 Ex., 745.) 

A partner has no implied authority to open a banking account 
on behalf of the firm in his own name. (Alliance Bank v. Kearsley, 
Law Rep., 6 C. P. 433, s. c. 40, Law Jour. C. P. 249.) And a new 
partner cannot transfer a part of the assets of the old firm to his 
individual account without their authority. (Z% parte Hanson, 18 


Ves. 231.) 




















1885.] RELATIONS BETWEEN BANKS AND THEIR DEPOSITORS. 263 


The following case has occurred in Minnesota: Smith & Huntley 
were partners, and kept a deposit account with a bank. Huntley 
owed Davis a debt, who drew on him and sent the draft for col- 
lection to the bank where Smith and Huntley kept their account. 
The drawee paid part of the draft from his private funds, and the 
bank the remainder by Huntley’s direction, and charged the same to 
the firm account. It was decided that the money thus paid by the 
bank was its own, that neither the firm nor Smith could recover 
it from Davis, whether Huntley had authority from the firm to 
direct the payment and charge the amount to the firm’s account or 
not. (Davis v. Smzth, 29 Minn., 201.) 

When a check is presented by a messenger or agent of the 
owner or drawer for payment, what prudence shall the depository 
exercise with respect to paying it? The treasurer of a manufac- 
turing company sent a check by a messenger to a bank in a 
neighboring city in which it kept an account. The check was 
endorsed to the order of the cashier. The treasurer, knowing 
that the messenger was not trustworthy, enclosed the check 
in a sealed envelope with a deposit ticket. The messenger, 
however, broke open the envelope and presented the check to the 
teller of the bank, saying that the treasurer wished him to get 
the amount in currency to pay the company’s hands. The teller 
called the cashier, showed him the check, and told him that the 
messenger wanted the money therefor. The cashier asked him who 
he was, and having replied that he was the brother of the treasurer, 
whose strong personal resemblance was recognized, the cashier 
directed the teller to give him the money. The messenger after 
receiving it disappeared. The company sued the bank for the 
amount of the check and recovered. One reason why the Court 
decided against the bank was because the check was drawn on 
another bank. It was found by the Court, said Judge Loomis, 
“that the payment of the money on a check endorsed like this 
was not the ordinary way of using such checks as between banks 
and persons having deposit accounts with them, but that the regu- 
lar course was for the banks to credit the checks to the account 
of the other party, who obtained the avails by drawing their own 
checks on the bank.” And it was further found that such was 
the uniform practice and course of dealing between the parties to 
this suit prior to the transaction in question. (Bristol Knife Co. 
v. First Nat. Bank, 41 Conn. 421.) 

The case was a very close one, and two of the five judges com- 
prising the Court dissented. The remarks of the Court on the 
principal question are worth giving. “Had the messenger who de- 
livered the check at the bank authority from the plaintiffs to re- 
ceive the money thereon? It is conceded that there was no 
authority, in fact. The only authority of the messenger, in fact, 
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was to deliver to the bank the sealed envelope containing the 
check and deposit ticket, have the check credited to the plain- 
tiffs, and get the bank book. He was not in any sense a general 
agent; he had never done any business for the plaintiffs of any 
kind, and was an entire stranger to the officers of the bank. 

“He was only a special agent, and that, too, of exceedingly 
limited authority. And here the familiar and elementary rule of law 
applies, ‘that an agent constituted for a particular purpose, and 
under a limited power, cannot bind his principal if he exceeds that 
power. Whoever deals with an agent constituted for a_ special 
purpose, deals at his peril when the agent passes the precise 
limits of his power.’ 

“We would not, however, adhere so closely to the literal terms 
of this rule as to do injustice to innocent third parties, who have 
acted on the confidence of an apparent authority, for whicn the 
principal is justly responsible. But, in order to bind the principal, 
he must, by his words or acts, have fully authorized the third party 
to believe that the agent had authority, and, in applying this rule 
to business transactions, care must be used to distinguish clearly 
between the act of the principal and the mere act of the agent. 
If the agent by his act assumes an appearance of authority which 
induces a third party to believe he has, in fact, authority, it is 
not sufficient. It is the principal’s own act only that gives to the 
agent an appearance of which becomes binding on him.” 

When money is deposited by A in his own name _ belonging 
to B, in order to prevent B’s creditors from getting it, what is the 
duty of the bank if they attempt to recover the deposit? In 
New York a person named Greenleaf obtained an attachment 
against the property of Mumford, which the sheriff attempted to 
satisfy by levying on money deposited in the Nassau Bank. It 
had been deposited in the name of Oakey, who had drawn checks 
against it to his own order, which had been certified and left un- 
indorsed in the bank. Both Oakey and the bank at first denied 
that the money was Mumford’s property, or subject to the attach- 
ment. The justice before whom the case was first tried held that 
the money was deposited for Mumford and belonged to him, and 
that the drawing and certifying of the checks was a device for 
screening the money from Mumford’s creditors, and to defeat the 
levy of the sheriff. The Supreme Court at General Term reversed 
the decision, declaring that, however fraudulent the transaction be- 
tween Mumford and Oakey might be, Greenleaf could only attach 
the fund as a debt of the bank to Mumford, while the facts 
showed that “the debt arising from the deposit in the bank by 
Oakey and the credit given by the bank to Oakey was a debt of 
the. bank’s to Oakey, and not a debt of the bank’s to Mumford.” 
(Greenleaf v. Mumford, 50 Barb., 543.) 
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It should be noted that the Court did not assert that the money 
was beyond the reach of any process by Mumford’s creditors. The 
Court simply decided that the sheriff could not maintain his ac- 
tion. It may be added that the opinion expressed the minds of 
two judges, while the third judge dissented. The previous year, in 
another case the same Court, though composed of other judges, 
had said that “it appears to be wholly unnecessary and without. 
authority that an action to collect, protect or remove obstructions 
to the collection of intangible assets, should be prosecuted in the 
name of the creditor. The sheriff, or the creditor in his name, 
can maintain every necessary action to collect the debts due to the 
defendant in the attachment, and for that purpose can make fraud- 
ulent assignees and claimants of such debts parties to the action, 
and thus overcome fraudulent transfers and obstructions.” (J/e- 
chanics and Traders’ Bank v. Dakin, 50 Barb., p. 593.) Clearly justice 
is more likely to be satisfied by endowing the officers of the law 
who collect judgments with the broader authority which they are de- 
clared to have by the court in the latter case. In any event, as the 
controversy is not over, the rights of creditors to reach money fraud- 
ulently deposited in order to keep it from them, but only over the 
way or remedy for reaching it, the prudent course for a bank is not. 
to pay until the question of ownership is authoritatively settled. (See 
also Kelly v. Lane, 42 Barb., 594; Lawrence v. Bank of the Repubitc, 
35 N. Y. 320; Mechanics and Traders’ Bank v, Dakin, 28 How. Pr., 
502.) 

When a person gets a credit from a bank for a specified amount. 
and purpose, it is under no obligation to pay a larger amount 
by reason of the drawer’s using a portion of his money for a 
purpose foreign to that mentioned. In a case involving this 
principle it was declared that no privity existed between a bank 
and the persons for whom the money was intended when the 
credit was given whereby they could recover on checks given by 


the borrower in excess of the amount loaned. (First National 


Bank of Chicago v. Pettzt, 41 Ill. 492.) But when a bank prom- 
ised to to pay A.’s checks for a cargo of corn, and this fact was. 
told to the seller, and he, relying on the fulfillment of the promise, 
sold the corn and took A.’s check therefor, the bank was required 
to pay it. (Velson v. First National Bank, 48 Ill. 36.) The differ- 
ence, said the Court, between this and the former case was that the 
promise of the bank to pay the check drawn by the purchaser 
of the cargo of corn, Allen, was communicated to Nelson, the seller, 
both by Allen and by one of the bank directors; and Nelson's 
partner, who sold the corn, testified that he knew Allen was not 
pecuniarily responsible, and that he took his check: solely on the 
credit given by the promise of the bank to pay. If Nelson “had 
sold his corn merely on Allen’s credit, and without any knowledge 
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that the bank had undertaken to pay his checks, there would be 
no ground for holding it liable on its promise.” 

The giving of a certified check by a depositor which is outstand- 
ing in the possession of the drawer, does not so change the 
ownership of the deposit as to exempt it from attachment. The 
liability of a bank in such a case to hold the deposit subject to 
the attachment lien can be removed only by showing that the 
check was made in good faith and that the deposit was paid to 
a bona fide holder, or that the check is in the possession of such 
holder. When the funds of a depositor have been attached the 
bank has an active duty to perform in the matter and cannot 
escape liability when, by inaction, it allows the attached fund to 
be removed from its possession. 

The case of Gzbson v. National Park Bank of New York, in 
which the foregoing principles were stated, is worth describing. 
Prior to April, 1875, a railroad company had a deposit account 
with the bank. The deposits were made by an Officer, Rodney, 
whose official position was known by the bank. On the day above 
mentioned, the company, through this official, drew a check for the 
amount of its balance, which was certified by the bank, charged to 
the company, and the check was delivered to Rodney. On the 
30th of April, an attachment against the company was served on 
the bank by delivery of a copy of the document and proper notice. 
The check was then in Rodney’s possession and was owned by the 
company. Shortly after the attachment was made, Rodney opened 
an account with the bank in his own name and deposited the 
check described and other securities belonging to the company. 
The bank had reason for believing that the securities belonged to 
the company, that they were to be applied in payment of its 
debts, and they were in truth, applied in this manner. The bank 
was declared liable to the person who attached them. The court 
said: “when the officers of this bank had notice of the service 
of the attachment, it was their duty to take immediate steps to 
impound the funds in their hands, and prevent their payment by 
any of its agents, except to a dona fide holder of its obligations. 
It cannot shield itself from liability by alleging the ignorance of 
the agent making the payment while other agents having authority 
and owing a duty to act in the premises had knowledge of the 
facts which made such payment a violation of duty on the part 
of the corporation. The circumstances certainly raised a presump- 
tion of knowledge in the bank which required explanation on their 
behalf. It was, therefore, quite significant that no officer of the 
bank was produced to testify his ignorance of the fact that 
these securities belonged to the railroad company, or that the bank 
supposed it was paying them in good faith to a dona fide holder 
when they gave Rodney an individual credit for them. The facts 
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relating to the point in dispute being peculiarly within the knowl- 
edge of the defendant, the presumption arising from their omission to 
furnish such goes strongly to support the finding of the referee [which 
was ‘that the bank had reason to and did believe when the deposit 
was made, that the funds composing it were the property of the rail- 
road corporation.’] That the the defendant had notice of the pur- 
pose for which this deposit was transferred was properly found by 
the referee as a natural inference from the knowledge which it 
had of the embarrassment of the railroad company, their ac- 
knowledged desire to avoid the service of an attachment upon their 
funds and the previous efforts of the creditors to reach them by 
legal process.” (Gzbson vy. National Park Bank, 98 N. Y. 87, same 
case, 89 N. Y. 343.) 

In Illinois as a check drawn on a bank operates as an assignment 
of the amount stated therein, it follows that a check drawn by an 
attachment debtor before the service of such process, though not 
presented for payment until afterward, should be paid by the bank 
on which it is drawn. (Nat. Bank of America v. Indiana Banking 
Co., 2 Northeastern Rep., p. 401.) So, too, when a note payable to 
an attachment debtor was discounted by a bank before the service 
of an attachment process, and the note fell due afterward, it was 
held that the bank had no right to pay the note from the debt- 
ors funds at his request without presenting the note to the 
maker for payment, and that the judgment against the bank should 
include the amount paid. (/é.) 

In a case in Maryland, Nicholson was in the habit of purchasing 
and advancing money on drafts drawn by Delcher. Sometimes the 
money was paid to Delcher, at other times he left it with 
Nicholson, the latter agreeing to hold it for the use of persons 
named by Delcher, and to be paid to them on the presentation of 
his checks. Delcher having been sued, an attachment was served 
on Nicholson by Delcher’s creditor. After the service of the at- 
tachment, Delcher continued to leave money with Nicholson as 
before, and which was paid by him to the persons named by 
Delcher in his checks. The question was, whether the money de- 
posited by Delcher with Nicholson was liable to attachment at 
the instance of Delcher’s creditors; and the court held that in 
Maryland the attachment secured not only the property of Del- 
cher in the hands of Nicholson at the time it was laid, but also 
such other property belonging to Delcher as came into Nicholson’s 
hands at any time before trial and judgment. (Vzcholson v. Crook 
56 Md., 55; First Nat. Bank v. Jaggers, 31 Md., 38; Farmers and 
Merchants’ Bank v. Franklin Bank, 31 Md., 404.) “ We take the 
law to be well settled,” said the Court, “that where money is de- 
posited by A with B for the use of C, the right of C to the 
money is not complete until C has in some manner recognized or 
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assented to the deposit, or unless there is a privity of contract of 
some kind between B and C. Until such assent or privity of con- 
tract the money is subject to the control of A, and therefore 
liable to attachment at the instance of his creditors.” (Kelly v. 
Roberts, 40 N. Y., 432; Brown v. Foster, 4 Cushing, 214; Baker v. 
Moody, 1 Ala, 315; Briggs v. Black, 18 Missouri, 281; People v. 
Johnson, 14 ill, 342.) The money, therefore, deposited by Delcher 
with Nicholson after the attachment belonged to him; it was in 
his power, at any time before the assent of the parties to the 
deposit, to revoke the terms on which it was made, and Nichol- 
son was obliged to pay over the same on the attachment process. 

A person in Massachusetts obtained money of S and deposited 
it in a bank in his own name. On the same day, however, he 
drew out his deposit in bills of the bank, and subsequently de- 
posited them or other bills of the same bank in his own name 
as before. S sought to recover the money, but the Court held 
that it belonged to a person who had attached it after the bor- 
rower had made the second deposit. (fuller v. Randall, 1 Gray, 


608.) ALBERT S. BOLLES. 
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THE THREATENED GOLD PREMIUM. 


[While not assenting to many of the views expressed in this paper, we 
print it because it is the production of a candid and intelligent writer who, 
in our judgment, is entitled to a hearing.—EpD. BANKER’S MAGAZINE. ] 


It seems gold is going abroad, and prophecy of evil in conse- 
quence comes from the money centers. The precise form of that 
evil, and just who will be hurt by it, or what interest jeoparded_ 
and how, remains a profound mystery to one student of the sub- 
ject. Moneyed men, say these organs of opinion, view it “ with 
alarm,” with “distrust,” apprehension,” and other shadowy fore- 
bodings; but no one deigns to give body or definite shape to this 
ogreish Wall Street specter. It therefore seems to me opportune 
to discuss the grounds of this fear, and to point out that, while 
the present situation and the future prospect are gloomy enough, a 
gold premium is our only salvation, unless, indeed, some policy is 
adopted to bring gold down to its old-time relation to commodities. 

Gold going out shows that it is worth more—will buy more goods 
abroad than here; that prices are lower there, which means that 
prices here must go still lower than they now are. How lowering 
prices hurt, it needs no elucidation of mine to show. 

This spontaneous ebb and flow of bullion is the natural instru- 
mentality for equilibrating prices. When money goes out of the 
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country, it operates on both sides to bring about an international 
level, just like taking a weight from one end of the scale beam 
and putting it on the other. By increasing the volume of money 
there, prices rise, by lessening the volume here, prices fall, till the 
equilibrium, perpetually disturbed by local excess and scarcity, is 
restored. 

This automatic regulation of prices by means of an elastic money 
volume is the central principle of all monetary science, as indeed it 
is of the whole science of commerce; for the process that is all 
the time going on to bring prices of goods to a common level is 
the identical process that distributes to every country and section 
its appropriate share of the common money, and holds it to a 
common value all over the intercommunicating countries that are 
on a metallic or intrinsic standard. For let it be carefully noted 
that the equalization of frzces of goods is only one side or aspect 
of a fact which is quite as accurately, and, for this discussion, more 
usefully described as equalizing the value of money. But whether 
described from one aspect or the other, the real and melancholy 
significance of gold going abroad, lies in the fact that our already 
distressingly depressed general range of prices must go still lower, 
following the European depression. 

The complaint often heard against excessive production, and the 
implied notion that limitation or waiting till the excess is con- 
sumed is the only cure for low prices, is a childish quarrel with 
all industrial progress. My inventive genius cannot picture a 
better realization of all that the word C7vz/ization implies than the 
very condition of abundance, which is popularly believed to be the 
cause of all our woe. Besides, all the economists agree that a con- 
dition of universal over-supply of all useful and desirable products 
of human labor never did, never will, and never can happen, for 
the supply of products in general constztutes the demand for each 
particular product, and if the exchanging process has been ob- 
structed and checked in the midst of general plenty of goods, you 
may be sure there is scarcity in that particular commodity into 
which all goods must be converted as the first step of the ex- 
changing of one commodity for another ; and that particular com- 
modity is money—for I am not now talking of secondary or merely 
representative money, but of metallic international money—in that 
primary bottom office it has, by virtue of being a product, and 
having a purely commodity character. 

Money, considered in its function of furnishing a numerical scale 
on which to indicate the exchanging rates of different commodi- 
ties, may easily consist of a mere word—may be purely ideal, 
numerical. Considered in its service as a mere medium of 
exchange of goods, where the element of time does not 
enter, money may consist of mere symbols, signs, tickets, checks, 
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or other representatives. The chief source of error in current 
discussion of the money question is, in attaching undue con- 
sequence to these two, important indeed, but still subordinate func- 
tions of money, and ignoring the third more fundamental office of 
intrinsic money, that, namely, where the element of time enters, 
and it becomes the Standard of deferred payment. It is in this 
third function that money, all well enough for the other purposes, 
may become false and treacherous or prove true and equitable; may 
change the effective meaning of outstanding contracts, disappoint ex- 
pectations, and become a snare to enterprise that trusts to its be- 
havior. 

Manifestly something has happened whereby the quantity rela- 
tion, and per consequence, the swapping rate of money with goods 
has greatly changed in favor of money, so that a dollar, con- 
sidered as a purchasing power, has become enlarged. We could 
hardly find a better and more thoroughly representative food 
staple than wheat. Formerly, at the great commercial centers, the 
market relation or swapping rate of money to wheat was one dollar 
for one bushel, and the wheat value of a dollar was oftener under 
than over one bushel. The wheat value of a dollar is now five pecks 
and the clear indications are that before the year ends it will be six 
pecks. Ai still greater increase has taken place in the cotton value 
and petroleum value of money—in short, in the general commodity 
value of money. 

Let it be conceded that this change in the market relation has 
been caused by increase of goods; it must yet be admitted, if there 
were a corresponding increase in money that change could not occur. 
These people who so eagerly proffer plethora of goods as the cause 
of low prices, forget that a swapping rate is not determined by the 
quantity of one term alone, but by the ratio between them both. 
Increase of goods can never lower price, if money increased pro- 
portionately. If, then, the money volume has been arbitrarily re- 
stricted, it is plain that legislation has turned the natural benefi- 
cence of plenty into a curse. 

As before intimated, in all transactions where there is quick con- 
version and reconversion, where the element of time does not enter, 
it is of little consequence how money is constituted—a token, a tick- 
et, or any other symbol will do well enough. In that office of 
money it does not matter at all if the word or token which is. 
the money unit means much or little of goods—stands for a quantity 
of goods vastly greater or much less than the same word stood 
for in years past, or will stand for in years tocome. It is enough that. 
commodities shall have become adjusted among themselves at the 
moment on that scale, and the transaction is closed up before there 
is any time for a change. But the mischief is, all the great busi- 


ness operations characteristic of high civilizations involve the ele- 
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ment of time as a chief factor. The past, present and future are 
interlaced by a net-work of complex business relations, contract 
obligation and expectations that are never completely closed; so 
that not fixity of legal definition merely, but a legal constitution of 
a standard, having reference to economic forces that guarantee wumz- 
formity of swapping rate with goods becomes the cynosure of states- 
manship. 

It lies upon the surface, and is on everybody’s lips, that prices 
are low, and low prices, and low prices alone. constitute hard times. 
It is never the market relation or exchanging rate between one 
kind of goods and another, but always between money on one side 
and all goods on the other that hurts, aggravated by the expecta- 
tion that prices will go still lower. A conclusive evidence that 
such is now the general expectation is found in the low loaning 
rate of money. A condition in the wheat market where one could 
borrow a thousand bushels for a year at the low rate of two per 
cent. would evidence the confident expectation of short supply next 
year as compared to this; whereas if I were compelled to return 
twelve hundred bushels for the loan of athousand one year, z. «., 
pay 20 per cent. for the loan, it would indicate an expectation 
of a greater plenty, and, per consequence, more easily purchasable 
wheat next year than this; but neither the high nor the low 
loaning rate of wheat would in the slightest degree indicate the 
present value of wheat. Compatibly with either of those rates, the 
money value of wheat might be 50 cents or $5 a bushel. 

There is no cure for industrial distress but improved prices, 
and there can be no general and permanent improvement in prices 
except by increase of intrinsic money. Exhortation and sympathy 
as economic forces are contemptible, for a man is simply a business 
fool if he does not make his money go as far as he can in the 
market, and wait for prices to get the lowest before putting in his 
stock. Combinations and limitation of production to raise prices can 
never give general relief, and so far as they are effective at all, are 
partial, unjust, mischievous, and oppressive. 

It is an error of diagnosis to call the present trouble a contest 
between labor and capital, or between rich and poor, or between 
consumer and producer, or that strikes have materially caused it. 
It is simply and solely a question of prices, a disturbance of the 
normal and natural market relations between money on one side and 
all other valuable things on the other. I say “market relation,” 
because people will freely admit the fact I described and deprecate, 
under the designation of “changed market relation” or “swapping 
rate,” who will deny it under the more accurate description of “in- 
crease in the value of money.” But the /act, under any wording 
of it, points clearly to the only remedy—a restoration of the normal 
quantity relation—points irrefutably to the conclusion that the mis- 
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chief has all{come from bad legislation and is easily cured by 
legislation, ‘and consists exactly in making the stone the builders 
rejected the head and chief corner stone—in other words, free coin- 
age of standard dollars. With unlimited coinage the quantity of 
money would follow the same economic forces and law of in- 
crease, as controls the production of goods, and be amenable in the 
same way togthe stimulus of increasing demand, improved machinery, 
better socialgorder, and facilities of transportation—in short, all the 
familiar agencies of our rapidly advancing civilization. 

That a dollar constituted upon the “intrinsic” value of silver, 
would be normal to commodities, needs no argument to show. 
What is,called “the fall of silver,” can be clearly shown to be not 
at all a diminution of its swapping rate with products generally. 
Whenever I hear it said, “silver has taken another tumble,” I know 
for sure the great staples for food and clothing have had a “tumble” 
too, and intenser gloom has settled on all wealth-producing activity. 
Only the; manufacturers of “corners” in money, those who are 
“long” in dollars, rejoice. My triumphant contention is, that a legal 
constitution of “dollars,” such that it becomes the market equiva- 
lent of five fpecks of wheat, and must go on to be equal to six 
pecks, will create an inequitable money in relation to all the past, 
which is industrial strangulation. Such an economic result achieved 
by concerted money legislation of Europe and America is a “corner” 
on a, gigantic scale, upon the very instrument of all business, and a 
conspiracy against civilization itself. 

Money brokers do not make up one in a thousand of our popula- 
tion. Exchanging and exchangeability of ours into foreign money 
does not constitute in quantity or essential importance one ten- 
thousandth part of the beneficent uses of money; and yet the money 
brokers view and his conveniences of bookkeeping and the exigen- 
cies of his foreign “par of exchange” controls our legislation and 
governmental policy, while the derangement in the normal “par of 
exchange” between money on one side and all goods and services 
on the other has brought gloom into every hamlet, shop and fac- 
tory in the whole land. 

A money that can be converted into goods and property generally 
and in any indefinite afterwards reconverted into money without ma- 
terial loss to either side is the ideally perfect money. A silver dollar 
(or its paper representative) each of which under free coinage would 
be restored to the “intrinsic” value, z. ¢., the commercial equivalents 
of 412% grs. silver, 8, fine, would recover normal prices—wheat four 
pecks to the dollar instead of five, and all commodities at prices 
increased 25 per cent. That would be a “money-making operation” 
inuring to the common benefit, and especially to all wealth-creating 
industry; even if the Dutchman, as alarmists predict, should compel 
the Yankee to give up to him every gold dollar in the country for 
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“80 cents worth of silver” each. What the times need is a restor- 
ation of general prices to what is customary and normal to the 
past—say of 1860—and such a constitution of money as will give 
assurance of their continuance. Unlimited coinage, the “alternate” 
standard or “practical” silver standard with gold, “standing guard” 
at 16:1 would effect that restoration, and render it impossible for 
prices to fall materially below those of 1860. We could well afford 
to let Europe have our gold if only healthy prices, come to stay, 
could be had. Yes! I am weighing my words, hating exaggera- 
tion as a form of profanity, when I say that the direct effect 
upon our industrial health, our increased production within the 
period of one short year of the silver standard would more than 
compensate us for the gift outright to Europe of all the gold 
hoarded in our vaults, public and private. 

“Inflation,” “depreciated dollars,” “fictitious values,” ‘“ nominal 
wealth,” etc., are all foolish words against the truth of my proposi- 
tions. There never was and never can be inflation of intrinsic 
primary money—not in the obnoxious sense of the term. That 
word has no legitimate application except to paper promises and 
other forms of secondary and representative money. A dollar that 
will swap for a bushel of wheat is ot a “depreciated” dollar by 
any honest reference, whatever relation it may have to another 
money that has been pampered into an abnormal and oppressive 
appreciation by bad legislation. The value of a silver dollar zs xot 
a “fictitious value,” nor a false “dollar worth,” or at least will 
not be, when the “twenty cents fiat”—more properly described 
the extra peck of wheat—shall have been sloughed off by free 
coinage; nor will the estimation of all goods and property by the 
standard of silver constitute in any sense a fictitious or merely nomi- 
nal valuation, but will be a more solid and uniform valuation than 
that which now suffocates the productive energies of Europe and 
America. 

I must not presume upon precious space to discuss the, to my 
view, subordinate and trifling question of the effect of the silver 
standard here upon the market relation of the two metals. It 
must suffice for me to say that, with incidental and trifling evils, 
the great and over-shadowing beneficence to this country of the 
silver standard is entirely compatible with a gold premium, the 
higher the better, could we only shut our ears to the distress of 
industrial Europe. But every tyro knows we could not for long 
monopolize to ourselves the benefit of the increase of metallic 
money. No one whose opinion is worth a farthing will predict 
that such a measure would wot recover a market relation of 16:1 
between the two metals. 

It is certain it would go far towards that recovery, and what 
it lacked —_ very accurately indicate the excess of benefit to 
I 
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us over Europe the measure would bring. But, as already re- 
marked, and it cannot be too much insisted on, the market rela- 
tion of the two metals, or the two moneys, constituted respectively 
on one or the other, or on both, as a standard, becomes contemptible 
in the presence of the over-shadowing importance of the market 
relation between money and goods. The silver dollar unlimited 
must give us, and after us Europe, permanently improved prices. 
International balancing, the free outflow and influx of bullion, 
regulating and equalizing international prices, money distribution, 
and consequent money value, would all go on just as effectively 
and beneficently if Europe adheres to her single standard; for the 
fluctuation in the market relation of the two metals the last 15 
years is easily shown to be a defection in the gold standard as 
hurtful to industrial and productive Europe as to us. In the 
habitual estimation of products in terms of silver, confirmed by the 
usage of 50 centuries in Asia, and her unlimited capacity to absorb 
that metal, we have a guaranty of stability of value, which no 
manipulation or increase of productive power can materially affect. 
The silver dollar is the legal unit of our country from the first, 
and, unlimited, will be the more normal and stable, money as 
estimated in commodities, which is the only true, equitable and fair 
estimation for money. E. D. STARK. 





COMMERCIAL EXCHANGES.* 
CHAPTER VIII. 
AMERICAN STOCK EXCHANGE METHODS. 


The Stock Exchange is a many-sided institution. It is a thing of 
more than ordinary interest to many people. To some, like board- 
ing-house hash, it is a mystery. To a few it acts like a magic 
loadstone upon their brain and pocket-book. There are some to 
whom it appears a shrouded phantom, a dismal sepulcher of lost 
fortunes. To its members it is the busy workshop wherein trades- 
men meet with whetted scythes, sharpened chisels and well-set 
saws of daring, to test each other’s ingenuity and skill for specu- 
lation. 

Some there are who denounce this place as a vast machine for gam- 
bling operations; a legalized gaming house; an institution of deceit 
and demoralization; an association for enriching its members at the 
expense of unsuspecting dupes, and over-ambitious speculators. 
They know it only as a place of “bulls” and “bears,” of “jobs” 
and corruption. 

Then there are others who believe the concern as legitimate as 
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any other association for mercantile or commercial purposes; who 
recognize it as a necessary institution of the nineteenth century ; 
believe it as honestly and honorably managed as corporations usu- 
ally are; maintain that if evils in connection with it exist, it is no 
fault of the exchange nor of the great majority of those who 
compose and patronize it. These people argue that the Stock Ex- 
change serves its purpose in the financial world with as much 
credit and distinction as do banks, trust companies, insurance cor- 
porations and similar conveniences, all of which contribute to the 
advancement of the country’s financial progress. 

By the general masses the Stock Exchange is almost unheeded and 
unnoticed. They know there is such a thing, but why it is and 
what it is has never troubled their brains. They know very little 
about it, if anything, and appear to care less. Scores who have heard 
of it in a casual way have either very faint or very funny concep- 
tions of its objects and workings. An old farmer in Indiana, when 
told that “seats” at an Exchange in New York had been sold for 
$32,500, manifested considerable interest in the information. 

“Well,” he said, after some deliberation, “ef I shud go down to 
Noo York, I’d like to go and see the play, but I don’t s’pose I cud 
buy a back seat in the gallery. I’ve never seen but one on in 
my life.” 

He had evidently got two city institutions slightly mixed in his 
mind. Certain it is that he knew but little about the methods of 
brokers on ‘change. 

We may feel inclined to criticise the old farmer for his ignorance. 
But should we not first think of the many bright and intelligent 
business men, beautiful and interesting ladies, tastefully dressed and 
dashing young clerks and cashiers, who would most happily exchange 
their knowledge of brokers’ methods for the old man’s ignorance. 
With charity should we remember that there are those who have 
not only witnessed the “play,” to their regret, but have actually and 
sorrowfully taken part in the closing scene of an interesting “ stock 
drama.” 

The Stock Exchanges of the United States are closely related to 
its railroad and mining enterprises. Stocks and bonds of railroad 
corporations and shares of mining companies form about 9o per cent. 
of the entire business transacted upon the floors of these financial 
markets. Government and bank securities form important elements 
in the Stock Exchange business. But the traffic in this class of 
values is not of special consequence to the Government nor the ma- 
jority of investors. Aside from the values already named may be 
mentioned the shares of telegraph and express companies as hav- 
ing a place of some prominence in the exchanges, and though the 
operations in these are considerable, they are unimportant as com- 
pared with the first mentioned class. With one or two steamship or 
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navigation companies, a canal company, and a company for the man- 
ufacture of cars, the entire list of speculative values upon the bul- 
letins of stock exchanges may be practically closed. It is not beyond 
the province of stock exchanges to list for business upon their 
boards, the stocks of manufacturing and other similar industries. 
But in the past their trade in this class of risks has been in no way 
notable. Local industries of sufficient magnitude to require capital 
outside of those immediately interested, and of a character to in 
spire confidence in capitalists, are usually accommodated without the 
assistance of stock exchanges. As to what the future may develop, 
it is difficult to predict. But under existing State laws, and with 
the conservative methods of the exchanges, the stocks of manufac- 
turing and other local corporations, with moderate capitals, will not 
soon in general seek these avenues of speculative traffic. 

The stock exchanges have served as an important element in con- 
structing a large part of the one hundred and thirty thousand 
miles of railroad now in the United States. Some may argue that 
railroads would be built if there were no stock exchanges. That is 
true. Some railroads would be built without such assistance, but 
many others would not. Many roads which to-day are helping 
largely to build up our country, and make better homes for the 
people, would not have been built when they were, and probably 
not for many years to come, had it not been for precisely those 
facilities afforded by the stock exchanges. Without these public 
markets for shares and securities, capitalists would have been far 
more cautious about investing their money, as there would have 
been much less opportunity for realizing, in case of need, upon 
their investments. 

Let us pause here briefly and look into the details. A more 
careful examination of the workings will enable us to better com- 
prehend the principles and appreciate the results of these institu- 
tions. Shopton is an overgrown city at the coast, a manufacturing 
center, with a good harbor and an abundance of water power. 
Cropville is a city in the interior. It lies in the midst of a rich 
agricultural country. A railroad connecting the two places would 
enhance the prosperity of both. It would open up a rich and fer- 
tile country lying between the two places. Passing through fields 
of coal, mountains of iron and forests of valuable timber, its con- 
struction would add to the material wealth of both cities, and 
bring comparative blessings to the people of many others. How 
shall this railroad be built? The cities are five hundred miles apart. 
A road of this length, with its rolling stock, shops, stations, and a 
multitude of other necessary adjuncts, will cost twenty million dol- 
lars. Such an enterprise is not to be undertaken by an individual, 
nor by a small company of merchants and manufacturers. The sur- 
plus capital of the two places, were it all invested, would not com- 
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plete the undertaking. A few miles might be constructed in a year 
and put into operation. With the net earnings and some additional 
capital a few more miles could be built and operated the next year, 
so that in the course of time, half a century or more, the road would 
be completed. But such progress is not characteristic of the Ameri- 
can people; if it were, the United States would possess to-day prob- 
ably twenty thousand miles of railroad instead of one hundred and 
thirty thousand. With the necessary capital this road can be con- 
structed in about five or six years. Yes, in less time. In a country 
where eleven thousand five hundred and ninety-one miles of railroad 
have been made in one year,* and where a long distance of a single 
track has been built at the rate of a mile a day, it is not absurd to 
predict that five hundred miles of railway may be made and equipped 
in about three years. Long mountain tunnels are the only obstacles 
in the United States which would stand in the way to prevent it, 
after the surveys have been made and right of way secured. 

Enterprises of this kind usually have their beginning in local 
meetings called for the purpose. Some of the leading business men 
of Shopton and Cropville have, we will presume, joined forces as 
promoters of the scheme. By public meetings and private gather- 
ings they have got the bone and sinew of the two cities interested 
in the undertaking. The next step is the formation of a joint- 
stock company, with a moderate capital, and with power to in- 
crease it as occasion may demand. Then comes a survey of the 
line, and engineers’ estimates of the cost of construction. The 
right of way must be secured. It is not necessary that all these 
preliminaries of a long line should be completed before parts of the 
road are actually begun or completed. It is not probable that they 
would be. 

Now Cashopolis is a financial center. Many capitalists live here, 
and others who do not, send large sums of money to their agents, 
who invest it for them. Others come and bring their money with 
them, and seek good paying securities. The president of our Shop- 
ton and Cropville Railway, having got the enterprise well established, 
work commenced, a carefully-prepared prospectus published, showing 
the proposed line of road, engineers’ estimates, description of the 
country through which the road will pass, and other important 
facts connected with the undertaking, embarks for Cashopolis. Ar- 
riving.at his destination, he sets out in search of capital. He goes 
first to a banker, but bankers, as a rule, are very cautious in busi- 
ness ventures. If he is a good banker, you may be quite sure he 
is cautious. “I can’t help you any in the present shape of your en- 
terprise. We discount paper, buy bonds, and sometimes loan money 
on stocks left with us as a collateral security; but your enterprise 
has not yet reached a status that would warrant a banker taking 


* 1882, according to Poor’s Manual, 
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hold of it. I would advise you to go to a capitalist. Mr. Income 
would be a good man for you to see; he is largely interested in 
railroads, and especially new ones. Go and see him.” Mr. Presi- 
dent finds Mr. Income, who explains his situation as follows: 

“Yes, Mr. President, I have money to loan at the regular rate 
of interest, and would also be willing to purchase good securities. 
If your scheme is all right I might be inclined to take some of 
your bonds, if you should issue any, and possibly would trade a 
little in your stock. But before investing I should want some sat- 
isfactory guaranty that your company is properly organized, that 
your surveys and reports are correct, and your estimates verified. 
I cannot spend the time to investigate all these things, and it 
wouldn't pay me to do so. I am forced to do business upon the 
good faith and intelligence of others, but those people are persons 
with whom I have done business many years. Have you placed 
your scheme before any loan and trust company, and asked their 
co-operation ?” 

“We have not. I am acquainted with none of those institu- 
tions, and have visited none. Would you advise it, Mr. Income?” 

“Yes, sir. I would suggest, Mr. President, that you go to the 
Evenup Loan and Trust Company and lay your enterprise before 
its officers. I think they will help you through. That is one of 
their objects.” 

“Thank you, Mr. Income, I will follow your advice;” and our 
railroad president finds his way as directed, saying to himself as 
he steps into the street, “Ah! the Evenup Loan and Trust Com- 
pany. Surely that name sounds good to one hunting for money 
in a city like this, and especially when one seems to have so little 
security to offer. Just the kind of a place I was looking for. 
Ah, here it is.” 

“T would like to see Mr. Penhandle, the Secretary, if you please.” 

“In his private office, sir; right this way.” 

He bows himself into the private office, and there presents his 
credentials. A detailed explanation is made, and Mr. President 
listens for a reply. 

“This is one of the purposes of our organization. As you have 
no office in this city, you may appoint our company your financial 
agents here. We will open books for making transfers of such 
stocks as are held in this city, and will make such transfers when 
the stocks are presented for that purpose. To secure your required 
capital, I would suggest selling only the amount of stock necessary 
to enable the company to construct such part of the road as 
would warrant issuing bonds. We will make out a general mort- 
gage for the company, and as fast as the road is built, say in ten or 
twenty mile sections, the company may issue bonds for an amount 
to be regulated by the cost of the road and the outlay of the 
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company. Some of the cities through which your road shall pass 
may possibly be induced to subscribe to your stock. You might 
feel more confidence in that, however, were it not for the many 
times such assistance has been abused by railroad corporations. 
Of late, the aid of cities and towns has generally been refused to 
such enterprises. In some States they are prohibited by law from 
voting aid to private corporations. It will be the province of our 
company, if arrangements are perfected, to endorse to our cus- 
tomers and to brokers your stocks and bonds, and to aid in plac- 
ing them on the market. With our endorsement of your com- 
pany, its legal status and general management, the securities and 
stocks of your road may be offered on sale at the Exchange, and 
will be accepted by investors familiar with our mode of doing 
business.” | 

The proposition is carefully considered by Mr. President, and, 
after having the sanction of his board of directors, is accepted. 
The trust company now goes through the precautionary steps for 
its protection, and the arrangement is completed. 

The question arises, how are the stocks and bonds to be dis- 
posed of? They may possibly be sold by means of extensive adver- 
tising and personal solicitation. This is expensive and requires 
much time. No person can afford to give it his attention without 
reasonable compensation. The trust company is merely the financial 
agent of the railway company, but does not agree, without addi- 
tional consideration, to dispose of its securities and stocks. For 
the service it renders as a trust company it is to receive a stipu- 
lated amount, and that will depend on the business transacted, 
ranging usually from two or three hundred to a thousand dollars 
a year, possibly more. There are men who make it their business 
to negotiate sales of stocks and bonds for joint-stock corporations. 
Their charges are reasonable, and based upon the sales effected. 
Those men have formed an association and established an auction- 
house, where the values dealt in are offered for sale, and where 
such commodities receive a market value. People having money 
to invest come here to buy. Many members of the association are 
themselves capitalists, who are ready to invest their money in new 
as well as old established enterprises, when they see opportunity 
for profit. From among the members of this association is chosen 
a committee, before whom all stocks and securities, which are to 
be offered for sale in the rooms of the association, must come 
for examination. This prevents all catch-penny, irregular and fraud- 
ulent schemes from being foisted upon the association, and gives 
to those values which pass the examination a stamp of genuine- 
ness. Sometimes unworthy commodities secure this endorsement, 
but such instances are infrequent. Human skill and knowledge are 
not infallible. SELDEN R. HOPKINS. 
[TO BE CONTINUED.] 
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THE ECONOMIC CRISIS AND ITS CAUSES. 


[CONCLUDED FROM THE SEPTEMBER NUMBER ] 


With respect to money a strange phenomenon is observable which 
occurs in the case of no other merchandise. The quantity of money 
has but to be lessened for there to be more than enough, and the 
more it diminishes, the more will the excess be felt. The reason is 
this: When the quantity of means of exchange decreases, two con- 
sequences result. In the first place, prices fall, and therefore less cash 
is necessary for the operation of exchanges and the effecting of 
transactions—there is therefore no insufficiency of money; and, sec- 
ondly, there seems to be too much money, because, as the crisis con- 
sequent on the fall in prices puts a restraint on transactions, less 
money is necessary, and this, therefore, is unemployed and appears to 
be in excess. 

It is a very singular, but perfectly evident, fact that if half the coin in 
circulation were suddenly suppressed, the other half, instead of being 
insufficient, would be superabundant. If an article formerly worth £1 
can be purchased for Ios., exchanges can be effected with as much 
facility as before, only on a basis of prices reduced one-half. In add:tion 
to this, as there would be a terrible disturbance throughout the eco- 
nomic world, all business would be suspended, and a quantity of money 
would lie idle. This is precisely the present situation. 

The fundamental error of the majority of those who treat the mone- 
tary question is that they argue about money as about merchandise. 
The metal of which money is composed is certainly merchandise, but as 
soon as this metal has become the legal means of payment for all pur- 
chases and all debts, at a rate of value fixed by law, it at once acquires 
special properties, In the first place, that happens which we have just 
mentioned : that the more rare it becomes the more it apparently ex- 
ceeds the demand. In the second place, if even the gold mines were 
entirely to cease to produce, an ounce of gold could still be had for £3 
17s. 10%d. The whole monetary stock is like a mine from which gold can 
be extracted, at the value weed by the mint, by simply melting down 
sovereigns. This explains the fact shown by Soetbeer and Burchard, 
that the production of gold is diminishing, and yet its consumption by 
the arts is on the increase. General misery alone could stop the in- 
crease of this consumption. 

Mr. Mulhall is of opinion that experience proves that “the supply of 
precious metals has no perceptible effect on prices.” Facts demonstrate 
quite the reverse of this. According to M. Soetbeer, the value of gold 
and silver produced annually between the years 1801 and 1810 amounted 
to 210,547,000 marks or shillings; and between 1811 and 1820, only to 
129,271,000 marks; and from 1821 to 1830, to 122,564,000 marks; and 
merely rose between 1831 and 1840 to 163,967,000 marks. Tooke, and 
especially Jevons, call attention to a general fall in prices during this 
period. Between 1850 and 1870, the average production was 735,000,000 
marks, and prices rose from 18 to 20 per cent. according to Jevons and 
Soetbeer, whose statistics so alarmed Michael Chevalier and Richard 
Cobden that they proposed to suspend the coinage of gold, and that the 
silver standard should be adopted everywhere. After 1873, silver being 
proscribed from European mints, gold alone regulated prices, and its 
production gradually diminished, so that the circulation, instead of being 
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annually fed by an afflux of nearly 800,000,000 marks in gold and silver, 
after a few years only received 390,300,000 marks in gold, the present 
production, which is to a great extent absorbed by the arts, by India, 
and by the producing countries, the United States and Australia, them- 
selves. The consequence of this is a considerable fall in prices, which 
Mr. Mulhall illustrates in his diagram on p. 1 of his new book, “ History 
of Prices,” by the difference between the figures 135 and 84. 

It is true that it may be maintained that this lowering of prices is not 
wholly attributable to monetary contraction; but it cannot be denied 
that the fall in prices, then the rise, followed by the recent fgll, exactly 
corresponded with the diminution, the increase, and the recent diminu- 
tion of production of the metals used for coin. 

Let us just cast a glance at the monetary revolutions that have been 
carried out by Governments. Until 1870 silver was the principal, and, 
as Locke said, the true monetary metal all over the world; England 
alone had a gold standard. A few countries, like France and the 
United States, retained a little gold in circulation by the bimetallic sys- 
tem ; after 1873, suddenly and universally, save in India, the free coining 
of silver is prohibited, and gold coin, heretofore a luxury, becomes all at 
once the sole means of international exchange. And this change takes 

lace simultaneously with a decrease in the production of gold and an 
increase in the activity of trade. The result of this is an unexampled 
fact in economic history. The mints in several large countries suspend 
coinage. Can it be admitted for a single instant that such revo- 
lutionary measures could be without effect on the economic world? 

Another fact which further confirms the opinion that the present 
Crisis is due to monetary contraction, is, that between the years 1820 
and 1830 a disturbance in trade precisely similar to that we are now 
suffering from took place. It may be truly said that the crisis is now 
general, India, which a/one still coins silver, being a/one spared. Here 
are two quotations taken at random. I read this in a letter from Paris, 
in the /udépendence Belge, March 5, 1886: “The decline is complete. 
No purchases are made, dancing is abandoned, money is lacking, and 
people close their sa/ons. It is needless to insist on the part the indus- 
trial crisis plays in all this.” Here is a report of the Belgian consul in 
Japan (July 5, 1885): “The commercial history of the year 1884 in 
Japan is very far from encouraging. The Board of Trade at Yokohama 
reports as follows: ‘If the losses have been less in number and less con- 
siderable than in preceding years, the profits have also been exceedingly 
limited. The figures for the past year show, on the whole, a 
— decrease even when compared with the very poor statistics 
or 1883.’” 

It is useless to describe the miserable state of trade in Europe. The 
daily papers are full of details on this subject; iron-works and factories 
are closing on all sides, bankruptcies are frequent, companies fail to pay 
their dividends, workmen strike, either because their wages are reduced 
or because they cannot succeed in finding employment, factories are 
burnt or sacked, farmers give up cultivating their land, which they let 
lie waste. Between 1820 and 1830 the world presented a similar picture ! 
The fall in prices was so severe that Brougham proposed to reduce 
taxes proportionately ; and in 1822 the idea was even put forward of re- 
ducing the sovereign to fourteen shillings. Agriculture and industry 
alike suffered. The distress of the laboring classes was evinced in 
England by bread riots, by threatening Chartist processions, and by de- 
mands for help addressed to Parliament. Armed repression had re- 
peatedly to be resorted to. Sismondi speaks of “this great European 
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calamity” in his work “Nouveaux Principes d'Economie politique,” 
published in 1827, as follows (ii. 226): 


“A cry of distress is raised from all manufacturing towns of the Old 
World, and all the fields of the New World re-echo it. Everywhere 
commerce is struck with the same languor ; everywhere it encounters 
the same impossibility of selling. It is five years, at least, since the 
suffering began; far from being allayed, it seems increasing with 
time. . . . . The Protective system now prevailing in the public 
mind has been produced by the distress everywhere visible.” 

The price of agricultural produce and the rent of land fell more 
than one-third. This is what the historian Allison says on this 
Crisis: 

“The distress among the mercantile classes for years after the dread- 
ful crisis of 1825, of the agricultural interest during the lowering of 
prices from 1832 to 1835, was extreme. The investment of capital in 
agriculture was, during this distress, everywhere grievously abridged, 
and, in many places, totally annihilated. Ireland, during the whole 
period, had been in a state of smothered insurrection. The heart sick- 
ens at the evidences, numerous and incontrovertible, which the parlia- 
mentary reports of the last ten years have accumulated of widespread, 
and often long-enduring, suffering amongst the laboring poor of Eng- 
land. . . . . Since the Peace, the all-important question arises: 
What was it that had this effect? The answer is: It was the contrac- 
tion of the currency which has been the chief cause of all these 
effects."—England in 1815 and 1845; or, a Sufficient and a Contracted 
Money, p. 51. 

Writing in 1830, and speaking of the universal fall of prices, Jacob 
said (ii. 376): 

“There must be some general cause producing such extensive effects, 
which are thus felt alike where taxation is high or low; under despotic 
and free government; and whether the land is cultivated by slaves, by 
serfs, by hired laborers, or by proprietors. What conceivable cause was 
there operating so universally and under the most various and opposite 
circumstances, save that decline of the mines and the increased applica- 
tion of their produce to other purposes than that of coin?” 

Previous to 1848, said Newmarch, there had been a slow, but pro- 
gressive, fall of prices in consequence of the inadequate supply of the 
precious metals. ‘“ Between 1809 and 1849,” said Jevons, “prices fell in 
the ratio of 100 to 41.” 

During a period of lowering of prices, irreparable destruction of riches 
takes place. At the present moment in Belgium, just beneath my eyes, 
coal-mines are being completely ruined and abandoned, iron-works and 
factories are closed and deserted, and the buildings and machinery are 
left uncared for to perish little by little. Nothing is more sad than this 
gradual impoverishment, especially when compared with such a period 
of prosperity as that between 1850 and 1870, years of monetary plenty. 
Between 1820 and 1830, as at the present day, the causes of the crisis 
were very widely discussed. Some opens curious letters on the 
subject were exchanged between J. B. Say and Malthus; the latter, like 
many persons of the present time, attributed the crisis to a general ex- 
cess of production. J. B. Say, basing his arguments on the theory of 
glut, rendered classical by Mill, shows that a universal glut is an im- 
possibility, and tries to demonstrate that the crisis, instead of being due 
to excess of production, proceeds from an insufficiency of production in 
certain countries. 

In a speech delivered in the House of Commons on July 10, 1822, Mr. 
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Matthias Attwood shows clearly that the general fall could only be ex- 
plained by the means of exchange being reduced. 

“ But first he desired the House to consider to what extent and how 
universal the fall of prices in this country had been, referring to a paper 
which had been delivered to the Agricultural Committee of the last 
session of Parliament by Mr. Tooke, and which contained a list of the 
prices of thirty of the most important articles of commerce and manu- 
facture, selected as exhibiting the extent of the fall of prices which had 
taken place on all commercial commodities generally. The prices of all 
those commodities had fallen to the extent of £40 in the f100. Let 
this fact, then, be — to the question as to foreign prices—was it 
asserted that a fall of prices as sudden, as great and universal, as this 
had taken place on the Continent at large? Ifso, it led necessarily to 
one of these two conclusions—either that aJl productions had every- 
where suddenly increased in quantity, or that money had been reduced 
in its quantity; for the proportion between money and commodities 
had been altered, and one of those two conditions must therefore of 
necessity be admitted. Either all the productions of all industry, all 
climates, and all countries had suddenly increased, which it was im- 
possible to believe, or otherwise, from whatever cause, a reduction in 
the amount of money generally in circulation had taken place.” 

From 1817 to 1827 such were the economic sufferings in the United 
States that an increase of customs duties was demanded as a remedy. 
The details of this persistent crisis will be found in the Reports of Mr. 
Fearon, who was sent by English merchants to America to study the 
situation. In the same debate, another member of the House (Mr. 
Western) said, speaking against the Act of Resumption : 

“Two-thirds of the cultivators of the soil had in the course of a few 
years, and in atime of profound peace, been rendered insolvent. The 
turn of the landowners would soon come—they would soon be involved 
in the ruin of their tenantry.” 

The characteristics of the present crisis are, as we have seen, precisely 
similar to those of the crisis of 1820-35, and wholly different from the 
commercial and industrial crises which repeated themselves about once 
in ten years, and whose special features were their acuteness and their 
short duration. The excessive fall in the value of silver is a new and 
_— special cause of suffering for the agricultural world. Baron de 

oubeyran laid this matter before the French Chamber in a speech de- 
livered on February 8, 1886, in which he shows that Indian-grown corn 
attains a premium of more than 20 per cent. when imported into Europe. 
He thus expresses himself: “Silver is the only legal tender in India. An 
ingot of silver is bought in London at the current price, 465¢d., sent to 
Calcutta and coined at the mint there, and with the produce of the coin- 
ing of this ingot you purchase corn which you forward to London or 
Havre. There this is worth about frs. 13.70 the hectolitre, all expenses 

aid. If, on the contrary, the silver ingot, instead of costing 465d., or 
rs. 170 the kilogram, its present price, cost 603d., or frs. 220 the kilo- 
gram, its real worth, the hectolitre of corn ought then to be sold in Lon- 
don, Antwerp, or Havre at a price varying from frs. 18.50 to frs 19.50— 
that is to say, that in all these ports it would be from frs. 4.75 to frs. 5.50 
dearer than now.” 

One more question remains yet to be examined. Is a universal fall in 

rices, induced by monetary contraction or other causes, really an evil ? 

r. Bonamy Price, with whom I recently discussed this point, wrote to 
me on the subject as follows: “ This lowering of prices, if it be general, 
affects no one’s position, and presents the advantage of rendering less 
coin necessary for the effecting of the same number of transactions.” 
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This proposition would be exact at the outset of a nation’s career, but it 
is completely erroneous in reference to a society where all the transac- 
tions and the debts have been regulated on a fixed scale of prices, in 
which case any lowering in this basis brings about serious disturbances 
and considerable suffering. Distinction must be made between two peri- 
ods—the first, while the fall is taking place, and the second, after it is 
fully accomplished, and the balance re-established at a reduced rate of 
prices. The evils produced during the first period were admirably de- 
scribed by the American Monetary Commission of 1876, which simply 
depicted what was taking place before his eyes: 

“The very same reasons which make capitalists refuse to exchange 
money, whose command over property is increasing, for property, whose 
command over money is decreasing, th makes them refuse to exchange 
it for labor. In a commercial sense, industrial enterprises are never un- 
dertaken nor carried on except with the hope and expectation of gain. 
This expectation, unless under exceptional conditions, falling markets 
destroy. While capitalists, for these reasons, cannot afford to invest 
money in productive enterprises, still less can anybody afford to borrow 
money for such investments at any rate of interest, however low, and 
but little money is now borrowed, except for purely speculative ventures, 
Or to supply personal and family wants, or to renew old obligations. 
Money withdrawn from circulation, and hoarded, in consequence of fall- 
ing prices, although neither paying wages, nor serving to exchange the 
fruits of industry, nor performing any of the true functions of money, 
is nevertheless not unproductive. It may not be earning interest, but 
it is enriching its owner through an increase of its own value, and that, 
too, without risk and at the expense of society. . . . The peculiar 
effect of a contraction in the volume of money is to give profit to the 
owners of unemployed money through the appreciation of its purchas- 
ing power by the mere lapse of time. It is falling prices that rob labor 
of employment, and precipitate a conflict between it and money capital, 
and it is the appreciating money that renders the contest an unequal 
one, and gives to money capital the decisive advantage over labor and 
over other forms of capital invested in industrial enterprises. ca 
The labor of the past is enslaving the labor of the present; at least 
that portion of the labor of the past which has been crystallized into 
money is enabled, through a shrinkage of its volume, and while lying 
idle in the hands of its owners, to increase its command over present 
labor and over all forms of property. The laborers must make their 
wants conform to their diminished earnings. Consumption is, there- 
fore, constantly shrinking towards such limits as necessity requires. Pro- 
duction, which must be confined to the limits indicated by consump- 
tion, is constantly tending to a minimum, whereas its appliances, built 
up under more favorable conditions, are sufficient to supply the maxi- 
mum of consumption. Thus idle money, idle capital, idle labor, idle 
machinery, stand facing each other, and the stagnation spreads wider 
and wider. It is in the shadow of a shrinking volume of money that 
disorders, social and political, gender and fester; that communism or- 
ganizes, that riots threaten and destroy, that labor starves, that capital- 
ists conspire and workmen combine, and that the revenues of Govern- 
ment are dissipated in the employment of laborers or in the mainten- 
ance of increased standing armies to overawe them.” 


It is then indeed that Shakespeare can exclaim : 
“* Gold ? yellow, glittering precious gold ? 


Thus much of this will make black, white ; foul, fair; 
Wrong, right; base, noble; old, young; coward, valiant.” 
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This same destruction of capital is now taking place everywhere. 
When a definite fall in prices is attained—but when will that be ?—then 
another category of evils will become perceptible. Long-standing debtors, 
and more especially the taxpayers of largely indebted States—it must 
not be forgotten that these National Debts amount to £5,000,000,000 
sterling—would be completely crushed for the benefit of the fundbold- 
ers, for, in order to pay ti.e sum owed, it would be necessary for the 
debtor to deprive himself of far more commodities than when money 
was more plentiful. For example, a taxpayer who is taxed to the amount 
of £1 when corn is worth £1 the hundred kilograms would have to de- 
duct 71 from his revenue. If corn fails to half the price, he would have 
to deduct double the amount to pay his taxes and other calls upon him, 
and would probably be ruined. We see, then, that the victims of a fall 
in prices are the nations who are already overburdened by military ex- 
penditure. Stuart Mill explains that the consequence of this pheno- 
menon is to despoil the active portion of a nation for the benefit of the 
do-nothings ! 

To resume our previous conclusions. At the Paris Monetary Confer- 
ence of 1878, Mr. Goschen said that “ every fresh demonetization of sil- 
ver would produce a more disastrous crisis than any of those recorded in 
history.” His prediction is being realized to the letter. From a gold 
production of £18,000,000 sterling, the arts take £12,000,000 and the 
East £4,000,000 ; losses, wear and tear, £1,000,000; there remains, there- 
fore, just £1,000,000 for the monetary requirements of a world whose 
population is rapidly increasing, and especially in the gold-producing 
countries, the United States and Australia. n it be admitted that 
such a state of things can continue without provoking unprecedented 
disturbance in the trade and industry of the entire world ? 

At the same time, this struggle for gold is the death-stroke of Free 
Trade. Sismondi calls attention to this in the passages previously 
quoted, where he says, “ It is the general distress to be met on all sides 
at the present day which induces public opinion to incline so favorably 
towards protective measures. Landowners and farmers declare them- 
selves unable to compete with foreign produce, and they insist upon 
severe protective laws.” What took place in 1820-1828 is now recurring. 
The disastrous fall in prices has led France, Germany, Italy, Russia and 
Spain to raise their rates of duty, and has given birth in England to the 
“Fair Trade” party, which is simply protection in disguise. How could 
it be otherwise? The public in general cannot understand the complex 
and insidious effects of monetary contraction or of the other causes of 
the crisis indicated. They see one alone, and that one is perfectly clear 
and unquestionable: it is that foreign produce can be purchased at a 
very low price; and to prevent this they are logically anxious that the 
duty on it should be made very heavy. 

ngland, by maintaining a single standard, imposes it in reality on all 
other nations, and brings upon herself and on the world at large incal- 
culable evils ; but, in addition to this, she wholly extinguishes that noble 
idea from whence a general harmony of interests and the fraternity of 
nations should spring—Free Trade. 
—Emile de Laveleye in the Contemporary Review. 
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SOMETHING FROM NOTHING. 


There is nothing which offers stronger attractions to the minds of 
most men than any process which promises to give something for noth- 
ing. It is the desire to get wealth without giving the time and labor 
usually necessary to obtain it, the making haste to be rich, which lies at 
the bottom of all the gambling games under the sun. It matters not 
whether it is the negro ina Swampoodle hovel taking gigs and saddles 
on a 4-11-44 combination in his favorite game of policy; or the Mexican 
staking his doubloons on a suerte cloth in the open air; or the Ameri- 
can stacking up his chips and “calling the turn” in some elegant but 
surreptitious faro hall; or the F veone hase nervously heaping up gold 
pieces on two cards in baccarat in his dilettante club house; or the 
visitors of all lands in the gorgeous casino of Monte Carlo raining louis 
d’or and billets de banque on the roulette and trente-et-quarante tubles— 
all these are no more gamblers, and no less, than the man who deals in 
stocks on margins, or who buys grain that he doesn’t want and that he 
or any one else will never see, and sells produce that does not exist. 
Most of them are engaged in the hardest, dreariest and most futile of 
efforts to make something out of nothing. Time out of mind there 
have been gamblers, and world without end they will probably endure. 
It is not by attacking the immorality of gambling that the gaming in- 
stinct will be cured or the practice ended. The one sure way to put an 
end to it is to reveal the exhaustion of pocket and the enervation of 
brain that it must inevitably result in. No mere array of probabilities 
will ever suffice to turn a gambler from his fate; he will always feel that 
this time luck, chance, fortune, whatever he may call it, will yield to his 
necessities. Not though he may have been disappointed hundreds of 
times will he admit that his success is hopeless. So strange, indeed, is 
the infatuation, that even a knowledge of dishonesty in the game will 
not always deter him from venturing, though doubtless this knowledge 
would exercise a greater restraint than any other reason. There have 
been many instances where men of excellent reasoning powers have ad- 
mitted that they were convinced as to the mathematical impossibility of 
winning in a gambling game; and yet they have acknowledged that 
their hope was stronger than their reason, and that they could not over- 
come the fancy that they might win. 

If it were not for this delusive hope in the face of all contrary evi- 
dence, gambling would never cause a man misfortune twice. Once 
embarked on this treacherous stream, however, the victim is almost 
certain to fix his eyes firmly on its source, where, he thinks, the water 
trickles through sands of gold along shores dotted with precious stones. 
He fondly believes that so long as he faces the object of his hope so 
long will he go in that direction; and not with the roar of a cataract in 
his ears will he turn his eyes and thoughts from the distant and fading 
goal. until a fatal plunge carries him into the gulf of ruin and despair. 

erhaps a cashier “takes a flyer” in Wall street with a thousand or two 
thousand dollars of his own. Unfortunately, a profit is frequently made 
on the first venture, and bright visions of sudden wealth are almost cer- 
tain to dazzle him. Having won, he wishes for more—it is so easy to 
make thus in a day more than he could save in several months. But a 
loss comes; then another; then he sees that all his own capital is in- 
volved, so that it can be saved only by keeping up his margins. He 
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uses his trust funds to do this, feeling a certainty that the tide will turn 
in his favor, and he resolves that, once out of that scrape without loss, 
he will never venture into it again. But he must go again, perhaps 
often, to the vault; settling day comes, and his margins are swept away, 
including money not his own. Thenceforward he plunges about wildly. 
His fear of detection deprives him of the capacity to reason clearly, and 
he is constantly doing the wrong thing. Now he holds back from some 
promising venture because he has found his judgment so often at fault ; 
in a few days he sees that he might have saved himself by following his 
first impulse. The next time he springs into the market with a heavy 
sum, only to find that this time he should have kept out. Finally, fur- 
ther concealment being no longer possible, a great defalcation is exposed 
to the world, and people wonder how the man could have gone on 
month after month losing money. It is all primarily due to the insane 
desire to make something from nothing, and afterward to that worst of 
all the little devils that Pandora had in her box, the one she let out last 
—Hope.—PAiladelphia Record. 





q 
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THE SOUTH-EASTERN RAILWAY’S SAVINGS BANK. 


The seventeenth annual report of the South-Eastern Railway Provi- 
dent Savings Bank may be commended with equal confidence to the 
attention of the speculative reformer and the hard-headed capitalist.. 
We have had enough, and perhaps too much, of sermonizing about the 
supreme excellence of thrift as a panacea for the distresses of the work- 
ing classes, and about the virtue of co-operation as the one and only 
means of effacing the old feud between capital and labor. Sir Edward 
Watkin is best known to his countrymen as a singularly able financier 
and a successful railway director. His genius is distinctly practical ; he 
takes society as he finds it; he builds his huge bridges, runs his fast 
trains, and reports to his shareholders, with unfailing regularity, an ad- 
mirable dividend. He leaves to men of ampler leisure and a more 
speculative turn the fascinating pursuit of reconstructing society on 
paper, and preaching industrial morality as the only way to save man- 
kind. But it appears to us that, in his distinctly practical way he has 
done more to solve one standing difficulty of the social question than 
all the dreamy or sanguinary enthusiasts put together. Seventeen years 
ago he introduced—he modestly refuses to say he initiated—a Provi- 
dent Savings Bank in connection with the South-Eastern Railway. 
During the period that has elapsed since then he has carefully watched 
over and fostered the development of the institution. There has been 
no break or stay in the progress of the bank, and though the operations 
are now on a scale that, to outsiders, may well appear marvelous, there 
is no reason to believe that anything like the ultimate limit has been 
reached. The employees of the South-Eastern Railway Company num- 
ber 9,000. Out of these rather more than 3,000 are depositors, and the 
amount to their credit stands at the imposing figure of. over £227,000. 
“ Deposits nearly a quarter of a million” would sound well even in a 
purely commercial prospectus, But the utility of the institution, we 
need hardly remark, is hardly to be judged by its financial success. Be- 
hind the figures we have quoted lies most satisfactory and unexpected 
evidence of individual thrift and individual prosperity. There is room 
—abundant room—still for improvement. Two out of every three of 
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the servants of the company have still to be “ brought in” to enjoy the 
advantages placed within their grasp. Nor is an average balance of 
£70 _ head to be regarded as an adequate provision for old age and 
accident and the chances of a working life. On this point, however, it 
must be remembered that the servants of the company are by no means 
restricted to their own Savings bank as a field for investment. It is an 
auxiliary field, particularly easy of access, and absolutely safe. But for 
various reasons it is probable that it does not by any means attract all 
the savings of the establishment. About this Sir Edward Watkin had 
someth ng to say in his address at the last annual meeting, and, as his 
manner is, had a practical suggestion to make. To this we shall refer 
presently. Here it is enough to note the unbroken progress hitherto 
made as full encouragement for the future. In 1870 the amount in de- 
posit was £3,564; year by year it has grown by leaps and bounds, till 
at the last audit, as we have already mentioned, it was nearly £228,000, 
Lord Herschel, who presided at the general meeting, remarked with 
some regret that “the number of deposits of the smaller amounts had 
been of late years rather diminishing than increasing.” On this point 
Sir Edward Watkin was again ready with a suggestion of remedy. One 
would certainly wish that the increase of small sums kept equal pace 
with the large deposits. But a glance at the table shows that a very 
considerable part of the savings come from those who have little to 
save—286 of the depositors were children. Of about 8,000 separate 
deposits, more than 3,000 were of sums under five shillings. 

These dry statistics offer sufficiently eloquent demonstration of the 
efficacy of the thrift-promoting apparatus which Sir Edward Watkin, 


‘with the concurrence and sympathy of his directors, has devised. 


The example he set is one which others, in a similar position of influ- 
ence and authority may well be invited to follow. The secret of the 
success is simple in the extreme. The security offered is such as in- 
vestors outside the rank of the railway servants might well envy. The 
four per cent. interest allowed is—at any rate in these days of depression 
—l:beral. But inducements of this sort would of themselves be inef- 
fectual to overcome the inertia of heedless expenditure. The cardinal 
virtue of the system which Sir Edward Watkin has established lies in 
the fact that the bank is not only brought into the midst of the wage 
receivers, but that its coffers stand temptingly open at the very moment 
when they are placed in possession of the funds from which savings 
come. It is always hard to reduce human nature to statistics. But any 
one who knows anything of the character of the ordinary British work- 
man—and we use the term in a sense wide enough to include the classes 
of the fairly well to do, and the employments absurdly supposed to be 
specifically “ genteel ’—will easily estimate what the chance of invest- 
ment would be if an interval were imposed between the receipt of wages 
and the possibilities of putting a part of those wages in a bank. Sir 
Edward Watkin has solved the difficulty, and made the way of thrift 
easy by arranging that the money to be saved need never be drawn, but 
may pass at once to the credit of the payee’s account. “ Automatic in- 
vestment would be a short and accurate description of the plan, and 
under it as much effort is needed to draw the money for spending as to 
place it where it ies on accumulating till the day of adversity or the 
advent of old age. Here we have the idea of National insurance real- 
ized in detail. There is no compulsion, it is true, but there is a persua- 
sive, an inducement to saving, which acts almost as usefully, and cer- 
tainly more graciously. And with the same justice may Sir Edward 
Watkin claim to have done signal service to the cause of temperance. 
Drunkenness is, in one aspect, only a form of waste. The men of the 
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South-Eastern Railway are not presented with a total abstinence pledge 
which they are bound to take under pain of dismissal. They are free 
to go to the tavern if they please. But before they have a chance of 
turning their steps to the place of temptation comes the silent and per- 
suasive monitor of the Savings bank. The appeal is to Philip before 
he is drunk, and so the fund for wife and little ones grows and grows, 
while the tap-room profits and police-court fines, Zro tanto, decline. 
That is not a bad moral result for the directors to boast of, Nothing is 
too small for the patient bank to receive—“ not less than a penny” 
is the only hint of limitation. On all that remains in the hands 
of the pay clerk, or on all that is separately deposited, interest ac- 
crues at four per cent. As to security, under the Special Act of Par- 
liament by which the bank was founded, the tolls, undertaking, lands, 
and tenements of the company are charged with the payment of every 
deposit and the interest thereon. As if this assurance was not enough, 
the employees themselves have the privilege of electing a committee, 
consisting of a representative from each department, and a secretary, 
and the most cautious of investors, we imagine, would pronounce the 
guarantee sufficient. We are not disposed to attach too much import- 
ance to this factor of security as an element in the success of the plan; 
for even in thrift our working classes are often almost incredibly im- 
prudent. This is shown with painful distinctness by the gloomy record 
of bogus building societies, penniless insurance offices, and fraudulent 
Savings banks. Sir Edward Watkin has not only done a great thing in 
bringing the servants of the company to save, but in protecting se 
from the terrible blows which have wrecked the old age of many men 
who have lived honest, hard-working, self-denying lives, and whose only 
error was an easy-going confidence in the integrity of scoundrels. 

Lord Bramwell, who is one of the warmest friends of the institution, 
has expressed a desire that the directors should affiliate with the Sav- 
ings bank a system by which the depositor might become a shareholder 
in the railway. That would be, of course, a long step towards the in- 
troduction of co-operative relations between capital and labor, between 
employers and employed. About this, Sir Edward Watkin remarks 
cautiously that ‘“‘the difficulties which have heretofore existed may 
probably be done away with.”” To discuss the merits of the question 
would take us into the general question of co-operation, and we confess 
that, from the workman’s point of view, it seems to us that the cer- 
tainty of four per cent. is better than the fluctuating chances of divi- 
dends. Another more practical suggestion is to provide a machinery 
for enabling the servants of the company to become owners of their 
houses. It will be remembered that the company intended to get Par- 
liamentary powers this year for this purpose, but in face of the opposi- 
tion to other parts of the bill it was withdrawn. Sir Edward Watkin, 
nevertheless, hopes to be able to get the powers to lend money to the 
employees at three per cent. to help them in building or in buying their 
houses. The plan is worthy of a wise and benevolent chairman. 
‘‘Sound minds in sound bodies in sound houses” is a good ideal for 
rich and poor, and it is well worth the while of masters, even from the 
selfish point of view, to see to the housing of those on whose zeal and 
energy they depend. But the undertaking appears to us to be rather an 
extension of the idea out of which the Savings banks grew than to be 
properly a department of its work. Sir Edward Watkin, however, may 
be trusted to know what is right. That he does not overlook detail, is 
clear from the last of the reforms he proposes. There is, it appears, 
here and there a natural reluctance on the part of the men to let 
their fellows know what the state of their finances is. To exclude all 
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possibility of publicity in the matter of deposits, the chairman has - 
“been thinking of’ a scheme by which, “at every station, at every 
workshop, little bits of paper for pennies, sixpences, shillings” should 
be purchasable. These could be sent up to London and paid in “ with- 
out anybody in the world except the secretary knowing anything about 
it.” Such is the excellent plan to which the chairman proposes to have 
recourse. 

We have confined our explanations to the South-Eastern Company’s 
Bank. But it is only one of three which owe their existence to Sir Ed- 
ward Watkin’s provident energy. The total deposits in these exceed 
half a million. We are not surprised to learn. that the trades unions 
have looked with some astonishment upon these institutions. The of- 
ficials have, or pretend to have, got it into their heads that capitalist 
directors, when they take steps to benefit their workpeople, must have 
some ulterior design of strengthening their hold upon them. It is use- 
less to argue against a prejudice. But two things may be said which, 
each in its way, should allay these morbid fears. Just in proportion to 
the reserve which the wage-earner has to fall back upon, is his inde- 
pendence of the capitalist. The South-Eastern Railway does nothing 
to reduce the standard of wages by persuading its servants to make 
provision for old age. On the contrary, the South-Eastern chairman 
openly and avowedly expresses his regret that, in the present days of 
competition, it is not possible for him to raise above their present level 
the wages of those of the employees who are at present the worst paid. 
No part of his speech at the annual meeting strikes a truer note than 
those sentences of it in which he deplores, as a melancholy and mis- 
erable state of things, the fact that, after a life of incessant toil, too 
many English workmen can only look forward to ending their days in 
the workhouse. It is in the hope of averting, as far as may be, this 
sad conclusion of a toilsome life that Sir Edward has thought out and 
brought into existence this Savings bank scheme. It is exclusively in 
the interests of the men themselves that he has done it. But none the 
less do we hold it to be true that a service to the public of no mean 
value is rendered at the same time. For it is as certain as anything 
can be that men who are oppressed with no sordid anxieties, who can 
look forward cheerfully to the future, and who are conscious of owing 
much of their independence to the kindly, intelligent interest of those 
whom they serve, will perform their functions infinitely better than the 
reckless, dejected creatures who live from hand to mouth, and squander 
without deriving a particle of satisfaction from their waste. But if the 
trades unionist need bear Sir Edward Watkin no grudge, the socialist 
agitator ought to hate him from the bottom of his heart. Poverty and 
destitution are incidents of. our social svstem which are utilized by fool- 
ish fanaticism or blind hatred to divert attention from the means of 
happiness it places within the reach of the majority. Sir Edward Wat- 
kin has shown—within his own sphere—how poverty and destitution 
may be eliminated. There is no air of patronage on his side; no sense 
of dependence on the side of those whom his foresight has benefited. 
He has simply brought within the reach of his nine thousand employees 
the means of safeguarding their future by their own exertions and their 
own self denial— London Standard. 
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NEGOTIABLE INSTRUMENT. 
SUPREME COURT OF PENNSYLVANIA. 
Oxnard v. Varnum. 


In order to hold indorsers, a promissory note must, at the proper time, be pre- 
sented and payment demanded ; if the place of payment be specified, at that place, 
if not, then at the place where the maker resides, or at his usual and ordinary 
place of business, and notice of non-payment must be promptly given. 

A, residing in Wheeling, West Virginia, dated and made a note at Pittsburgh, 
payable to the order of B, who lived in New Martinsville, West Virginia, and 
who indorsed it payable to the order of C, who resided in Kansas, and who in- 
dorsed it payable to the order of D; no place of payment was designated in the 
note ; D knew that A lived in West Virginia, but he nevertheless sent the note to 
a Pittsburgh bank for collection, without giving any information as to presentation; 
at maturity it was handed to a notary public, who, after inquiring for the maker at 
several banks in Pittsburgh, protested it. //e/d, that the dating of the note at 
Pittsburgh, and failure to appoint upon it a place of payment, was not equivalent 
to making it payable at Pittsburgh ; that, had D had no knowledge of the resi- 
dence or place of business of A, it, perhaps, might have been regarded as essen- 
tial to the exercise of due diligence to inquire at Pittsburgh; but as D knew, 
when he received the note, that A lived in Wheeling, he should have inquired, 
etc., there. , 

Whether due diligence has been used in making inquiry for the residence or 
place of business of a maker or indorser of a note is, in most cases, a mixed ques- 
tion of law and fact ; the court must state the law to the jury according to the cir- 
cumstances as they appear, but the jury must determine the fact. 

A promise to pay by an indorser, after default of payment by the maker, not 
only dispenses with proof of presentment and notice, but throws on the indorser 
the burden of proving the /aches of the holder, and that the indorser was ignorant 
of the facts at the making of the promise.”’ 


In September, 1883, Scranage, living in Wheeling, West Virginia, 
agreed to purchase from De Camp, living in Kansas, claims to certain 
lands in West Virginia, Scranage to give, as part consideration money, 
a six months’ note for $2,000. The first meeting of the parties was 
held at Wheeling; later, another meeting was held at Pittsburgh, 
where the papers were delivered. The following is a copy of the 
$2,000 note: 
“ PITTSBURGH, September 8, 1883. 

“Six months after date I promise to pay to the order of A. W. Oxnard, 
two thousand dollars, without defalcation, value received. 

“GEO. W. SCRANAGE.” 

Indorsed: “ Pay to the order of G. W. De Camp. 

“ A. W. OXNARD.” 


“G. W. DE Camp.” 


Oxnard lived at New Martinsville, West Virginia. 

Varnum sent the note to a Pittsburgh bank for collection ; at ma- 
turity it was turned over to a notary public, who inquired for Scranage 
at several of the Pittsburgh banks, and then protested it. No actual 
presenting of the note was ever done. The notary mailed all of the 
notices of protest to Varnum, at Erie, who some days afterward mailed 
the notice for Oxnard back to Pittsburgh. This notice did not reach 
Oxnard till several weeks subsequent to the protest, then it came with 


“ Pay to the order of Wm. Varnum. 
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a letter from Hughey, a lawyer to whom the note had been sent for col- 
lection. Oxnard called on Hughey, who testified on the trial that Ox- 
nard promised to pay the note if he would forbear to sue for a certain 
time. Oxnard contradicted this, testifying also that when he conversed 
with Hughey he knew nothing of the non-presenting of the note. 

De Camp informed Varnum when he transferred to him the note, that 
Scranage lived in West Virginia, and Varnum, in his testimony, said 
he was under the impression De Camp had told him it was in the city 
of Wheeling. 

Varnum brought an action of assumpszt against Oxnard. On the trial 
the Common Pleas charged as follows: 

“This is an action on a promissory note. It has been read in evi- 
dence to you, and is in these words: j . . 

“ This note, according to the evidence, was made in Pittsburgh. Some 
time before its maturity the plaintiff, who is the last indorser, bought it, 
and paid money or its equivalent therefor in full. His testimony, and 
I believe it is undisputed, is that he bought it of Mr. De Camp, one of 
the indorsers, and paid him in money and in exchange notes, or prop- 
erty, its full value, less the interest. 

“When the note became due, the drawer, Scranage, no matter where 
he lived, was bound to pay it if he were able, and could be made to pay 
it ; and so each indorser, if properly protested, is liable. The plaintiff 
cannot bring an action against them all in one suit, but he can bring an 
action against the drawer and each of the indorsers separately, and when 
he makes his money off one, the party who has to pay, if he be not the 
drawer, has recourse again. 

“Now, gentlemen, if the protest was properly made, the plaintiff 
would be entitled to recover. The note being made at Pittsburgh, the 
plaintiff had a right to send it to Pittsburgh for collection. 

The first question, and it is a question of fact for you, is, was this 
note properly protested so as tocharge A. W. Oxnard, to whose order 
the note is drawn, with the payment thereof? and that will depend upon 
how you may find the evidence. 

The evidence, as I understand it, is, that Mr. Varnum, the plaintiff, 
did not state to the bank that Mr. Scranage lived in Wheeling, and the 
notary got the note without knowledge of that fact; he made inquiry, as 
he says, at a number of banks and business houses, and also examined 
the city directory, but of course could not find Mr. Scranage, because 
Mr. Scranage was not here. According to the testimony of Col. Arnett 
he must have been, at the time the note fell due, in Greenbrier County, 
and not even at his regular residence in Wheeling. Of course the no- 
tary would not find him, but he says he made this search for him ; that 
he then returned that he had made diligent search and immediately 
mailed the notice of protest to Mr. Varnum, the owner of, and last in- 
dorser on the note. Mr. Varnum alleges that understanding that Mr. 
Oxnard lived in Pittsburgh, he, by the next mail, sent the notice to Mr. 
Oxnard, at Pittsburgh. Mr.Oxnard a few days after that came to Pitts- 
burgh, received the notice, and it is alleged by the plaintiff, he then 
promised to pay the note. That is disputed by the learned counsel for 
the defendant, and that is a question of fact for you to determine. 

“If you believe that the notices of protest were sent to Mr. Varnum, 
and then a notice was sent to Pittsburgh, and Mr. Oxnard actuall 
received it and promised to pay the note, he is properly charged. If 
he did not make any such promise, and if the notice was not sent in 
a reasonable time, under the circumstances, of course he could not be 


charged. 
“ There must be also due diligence exercised to make a demand upon 
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the drawer of the note. I have stated to you that he was not obliged 
to send the note to West Virginia, but the notary was bound to use due 
diligence here, because the note was dated at Pittsburgh, and you will 
say whether the exertions he made to make a demand upon the drawer 
were reasonable and proper under the circumstances. He did not find 
him and could not make a demand. 

“ Those are the only two questions in the case, and I will state them 
again: First, the note being made at Pittsburgh, it was not necessary to 
send it to West Virginia for collection; and second, if due diligence was 
exercised here by the notary, Mr. Varnum was not obliged to leave no- 
tice at the bank that Scranage lived in West Virginia. It is for you to 
say, under the evidence you have heard, whether there was due dili- 
gence exercised. So as to the indorser, a notice of protest must be sent 
to him in the usual and ordinary way, within a reasonable time. If he 
lives in the city it ought to be sent to his place of business or residence. 
If he lives away, it ought to be sent to his address. In this case, if the 
testimony of the plaintiff is to be believed, he thought the defendant 
lived in Pittsburgh, and sent it to him here; the defendant actually got 
the notice a few days afterward, and then the plaintiff alleges, he made 
a promise to pay the note. If you believe that, that would charge him ; 
if you do not believe it, it would not. 

“ The points of the defendant, so far as answered in the charge, are 
on and so far as they are not answered, are refused, and bill sealed 

or him.” 

Clark, J. It is undoubtedly true, in general, that to hold the indorsers, 
a promissory note must at the proper time be presented and payment 
demanded : if the place of payment be specified, at that place, if not, 
then at the place where the maker resides or at his usual and ordinary 

lace of business, and notice of non-payment must be promptly given. 

he note in suit was not payable at any particular place; it was made 
and dated at Pittsburgh, but the maker neither lived nor had any place 
of business there. There is some evidence to show that his residence 
and place of business at the time of the making of the note was in 
Wheeling, in the State of West Virginia, and of this fact DeCamp and 
Varnum would both appear to have been informed at the time of the 
transfer of the note by the former to the latter. Mr. Varnum testifies 
that he then inquired of De Camp as to the residence of the parties, 
and that De Camp said Oxnard lived in Pittsburgh, and Scranage in 
West Virginia, and his impression was that he said in Wheeling. At 
the maturity of the note, however, it would appear that Scranage was in 
Greenbrier County, or in Kanawha County, in that State, looking after 
some matters connected with a purchase of lands he had made from De 
Camp, the payee of the note; but whether or not Wheeling continued 
to be his residence or place of busness is not shown. Under these cir- 
cumstances, the learned judge seems to have supposed that because the 
note was dated at Pittsburgh, the holder was not obliged to send it to 
Wheeling or elsewhere in West Virginia; that the holder or his notary 
was bound only to use due diligence at the place where the note was 
made. It is very well settled that the making and dating of a note at a 
particular place is not equivalent to making it payable there, nor does 
it supersede the necessity for presentment and demand at the residence 
or place of business of the maker in order to charge the indorsers ; it 
may have the effect of leading the holder, who has no knowledge of the 
proper place for presentment, to suppose that he might be there found 
Duncan v. McCullough, 4 S. & R. 480; and where no residence or place 
of business can be found, an inquiry at the place of the date of the 
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note might, perhaps, be regarded as essential to the exercise of due 
diligence. 

This subject was fully considered in Lightner v. W7ill,2 W.& S. 140. 
The note upon which suit was brought in that case was dated at Pitts- 
burgh, and no place of payment was specified. The question being upon 
the liability of. the indorsers, the court said: “ It has been argued, how- 
ever, that dating the notes at Pittsburgh is equivalent to making them 
payable there, and that it was, therefore, unnecessary, in order to make 
the indorsers liable, to go beyond the precincts of the city of Pittsburgh 
to demand payment of the drawers. And, indeed, it would seem that a 
notion of this sort prevailed to a certain extent in the city of Pitts- 
burgh; but certainly it is an erroneous one. The circumstance of the 
notes being dated at Pittsburgh might be considered by those who knew 
nothing to the contrary some indication that the drawers resided there; 
but by no reasonable interpretation can it be regarded as being intended 
to make the notes payable there. The contrary, indeed, has been ad- 
judged. Anderson v. Drake, 14 Johns. 114. It is prefixed or subjoined 
merely to show the place at which the note is drawn, in like manner and 
for the like purpose as it is done in writing a letter, but never done in 
either case with a view to show that the drawer of a note or the writer 
of a letter resides at the place; it, at most, only goes to show that the 
drawer of the note or the writer of the letter was there at the time of 
drawing the note or writing the letter. In Parsons Bills and Notes, 
453, it is said: “ Where the maker, at the time of signing the note, lives 
in another State from the one in which the note is dated and delivered, 
and in which the holder lives, a different question is presented. 

“Where the party who receives a note under such circumstances 
knows, when he takes it, where the maker lives, and has sufficient time 
before the maturity of the note within which to cause a proper demand 
to be made upon the maker, it would seem to follow that he should be 
considered as taking the risk of a proper presentment in the State 
where the promisor resides.” We may also refer to Sfzes v. Gz/more, I 
N. Y., 321, andto 7aylor v. Snyder, 3 Denio 151, where the same doc- 
trine is declared. 

This statement of the law, it is true, has not been universally adopted, 
perhaps, but it would appear to be the view generally accepted ; it is 
certainly in accord with the peculiar nature of the contract of indorse- 
ment, and is, we think, in harmony with the commercial usages of the 
country. 

Whether or not due diligence is used in making inquiry for the resi- 
dence or place of business of the maker or indorser is, in most cases, a 
mixed question of law and fact; the court must state the law to the 
jury according to the circumstances as they appear, but the ont must 
determine the fact. Stuckert v. Anderson, 3 Whart. 116. hat will 
constitute due diligence to find either will, in each case, necessarily de- 
pend upon its peculiar facts; no fixed rule can be prescribed which will 
apply under all circumstances, but the fact that the note is dated at a 
particular place is doubtless proper to be considered in the determina- 
tion of that question. 

In the case at bar, however, Varnum, the holder, knew that the resi- 
dence or place of business of Scranage, the maker, was not in Pittsburgh, 
although the note was made and dated there. He knew, for De Camp 
told him, that Scranage lived in West Virginia, and he says himself that 
he is under the impression that De Camp told him that he lived in the 
City of Wheeling. If Scranage had resided in Pittsburgh when the 
note was given, and had afterward removed from the State, a different 
question would be presented, but as his residence in Wheeling was 

















1886. ] NEGOTIABLE INSTRUMENT. 295 


known to De Camp at the time the note was made, and to Varnum, 
when by the indorsement of De Camp it was transferred to him, they 
must in each case be supposed to have taken the risk of a proper pre- 
sentment at the place where the promisor resided. 

A person who takes a promissory note by indorsement, if he proposes 
to hold the indorser, takes it with the knowledge that at its maturity a 
proper demand must be made upon the maker for payment, and he is 
under obligations at the time he receives it, or in due time afterward, to 
know, or at least to inquire, where the maker lives; if he does not, and 
refrains from all inquiry, he should suffer the consequences of not being 
able to make a regular demand. In view of the peculiarities of the con- 
tract of indorsement and of the rights and responsibilities resulting 
therefrom, the holder of a promissory note should certainly be held to 
the exercise of such diligence in this respect as ordinary foresight and 
prudence would suggest ; and in the absence of any effort he should, we 
think, be held to be affected with knowledge of that which, by reason- 
able diligence, he could have readily ascertained. 

As the maker’s known residence and place of business at the making 
of the note was in the city of Wheeling, where he was the propriegpr of 
the St. James Hotel, and not in the city of Pittsburgh, and as it did 
not appear that afterward he had any other, it would seem that Wheel- 
ing was the place where inquiry should have been made. For if Scran- 
age was at the time in Greenbrier or Kanawha County, looking after his 
lands, he may have left behind him some provision for the note. In- 
deed, although absent for anything that appears, his errand may have 
been of a merely transient or temporary character, his residence and 
place of business remaining in Wheeling. | 

That portion of the charge of the learned court, therefore, in which 
the jury was instructed that as the note was dated in Pittsburgh it was 
sufficient to present it for payment there to bind the indorsers under 
the special facts of the case, is clearly erroneous. Thus far we have 
considered the case apart from, and altogether independent of, the al- 
leged promise of Oxnard to pay the note when it was presented to him 
by Mr. Hughes after protest. As to the circumstances under which that 
promise was made, much depends upon the testimony of Hughes, who 
says that he exhibited to Oxnard not only the note, but the protest of 
it; if this be so, and Oxnard does not positively deny it, the latter had 
an opportunity to know with certainty the “— of diligence actually 
exercised by the holder in the presentment. He would in the formal 
certificate see that there was no presentment of the note at the place of 
the maker’s residence, or to the maker in person; that the note was in 
the nand of a notary at Pittsburgh, and that inquiry was made for the 
maker at that place only. ; 

If, with a knowledge of these facts before him, the defendant, upon 
his promise to pay the note, obtained forbearance and the indulgence of 
the plaintiff, he cannot now repudiate his promise; he must pay as he 
agreed. Such a promise was aclear waiver of the /aches of the plaintiff, 
and neither presentment, demand, protest, or notice need be shown. 
The general principle seems now to be settled in this country that where 
no demand has been made or notice given, a promise to pay after ma- 
turity, with a full knowledge of the aches, is binding. Pars. Notes, etc., 
595-601 ; Byles, in his treatise on Bills, 237, lays down the rule thus: 
«“ A promise to pay will entirely dispense with proof of presentment of 
notice, and will throw on the defendant the double burden of proving 
laches, and that he was ignorant of it.” See, also, 3 Kent’s Com. 113; 
Chitty Bills, 539; Pars. Notes, etc., 505, and cases there cited. In our 
own State the law would seem to be as well settledn this point as else- 
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where. “That a subsequent promise to pay the note by an indorser 
who has full knowledge of all the facts amounts to a complete waiver 
of the want of due notice,” says Mr. Justice Strong, in Sherer v. Bank 
of Easton, 33 Penn. St. 134, “is settled, and settled as a matter of law; 
so does a part payment.” Some of these cases assert that it is evidence 
from which a jury may infer that demand was duly made and notice 
given, but many others declare it to bea waiver of notice itself. Levyv. 
Peters, 9 S. & R. 125, seems to assert that it is both. Tilghman, Ch. J., 
said that an acknowledgment of liability—to which he held a partial 
payment to be equivalent—carries with it internal evidence that the 
drawer knew that due diligence had been used by the holder, or even 
if it had not, that still the drawer confessed that he was under an obli- 
gation to pay. In Duryee v. Dennison, 5 Johns. 248, where it distinctly 
appeared affirmatively that there was no proper demand and notice, the 
indorser was held liable on the ground that he subsequently agreed to 
consider the demand and notice as made in due time and himself liable 
as indorser, and this without any new consideration for the agreement. 
The subsequent promise was held to be, not evidence of due demand 
and gotice—for confessedly there had been none such—but a waiver of 
any demand or notice at all.’, 

, in Loose v. Loose, 36 Penn. St, 538, where the authorities are col- 
lected, and the whole subject discussed, it was distinctly held thata 
promise to pay by the indorser, after default of payment by the maker, 
not only dispenses with proof of presentment and notice, but throws on 
the defendant the burden of proving the /aches of the holder, and that 
the defendant was ignorant ms the facts at the making of the promise. 
“Regarding it as a waiver,” says the court in the case cited, “it of 
course must be essential that the party making it knew the /aches which 
he is alleged to have excused, for waiver is not without intention. 
There is, however, very great harmony in the decisions, in holding that 
a promise or acknowledgment itself raises a presumption that the 
drawer of the bill or the indorser of the, note was acquainted with the 
laches of the holder, which his promise is alleged to have waived. I 
know of but one case in which the opposite doctrine has been distinctly 
asserted. That is the case of 7rzmble v. Thorne, 16 Johns. 152, and it 
has often been spoken of with disapprobation by other courts. Sreed 
v. Hillhouse, 7 Conn. 523; Kennon v. McRea, 16 Ala. 184; and it was 
finally overruled in New York in 7eddet/s v. Dowd, 23 Wend. 379.” The 
same principle is recognized in the case of Woyer’s Appeal, 87 Penn. St.129. 

The question on this branch of the case was, therefore, one for the 
determination of the jury, but we cannot distinguish in the verdict as to 
the effect of that portion of the charge relating to the presentment and 
demand at Pittsburgh, and the case must be reversed. 

Judgment reversed, and a ventre factas de novo awarded.— The East- 
ern Reporter. 





PROFIT SHARING. 


Profit sharing, according to the New York Sum, is a form of industrial 
rtnership that is rapidly coming into vogue in all parts of the United 
tates. But it is in the South that it finds its most extensive applica- 
tion, the negro laborers almost universally receiving a specified share of 
the crop. The plan is also gaining ground in various manufactories, in 
all parts of the Union. The general mode of applying it is to pay stated 
wages with a share in the profits at the end of the year. Both parties 
have an interest in making the business as profitable as possible. This 
is probably the next general step in economic progress that will be taken. 
At present, few can see any practical distance beyond it. 
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SERVICE THAT BANKS RENDER TO COMMERCE.* 


The highest material prosperity in the world is best secured by the widest distri- 
bution and interchange, at the least cost, of every article of useful industry. To 
promote the exchange among men of desirable things, for other things more de- 
sired, is the impelling motive of all commercial enterprise and the spring of industry 
and social intercourse the world over. In estimating the worth of all exchangeable 
property, there must of necessity be some one kind of property, universally appre- 
ciated and desired, to a relative quantity of which any other article for sale can be 
compared as an equivalent in value, and in which that value can be expressed. This 
third thing is money. By money, I mean the precious metals which have been used 
in all ages of the world, as distinguished from any kind of paper instrument. It is 
not a fetich, a myth, an arbitrary appointment, or even a human creation. It is one 
product of labor that all men desire. _Its value and utility for any people is dimin- 
ished or destroyed, just in the degree that it is not kept in accord with all others, or 
as its character for universal use is in any way impaired. The real presence of this 
potential medium need not attend every commercial transaction. In fact, as the 
world progresses toward a higher civilization, money is less and less used as a 
direct instrument for purchase and sale, but is more and more held in reserved 
stores ready for aggregated movements between institutions and nations in payment 
of balances in values of commercial exchanges between them. Yet its vital spirit 
and significance, as the definite thing of universal desire and recognition, mus of 
necessity be present and prevail in all legitimate commerce. No one nation can for 
itself change its quality or substitute something else for money, not already current 
in the outside world, without deranging its own commercial affairs. 

These simple statements seem self-evident, but, like ethical truths, they are easily 
forgotten in practice. 

There is a community of human interests ante-dating all history and perpetually 
working to bring the world into one compact and vital organism. Commerce, in its 
onward sweep, pays little respect to distinctions of race, to lines of nationality, or 
to special legislation. It moves upon men as men, continually extending and 
strengthening the bond of human brotherhood and mutual dependence. Every im 
provement in navigation, every revelation in science, every mechanical invention, 
and every discovery of new and useful productions, is a louder call for human inter- 
course. But money remains substantially the same indispensable agent through 
every change. The world grows practically smaller every day. There are now but 
few isolated and exclusive parts. The forces of nature no less than those of com- 
mercial enterprise invite all men to come out of barbarism into civilization—to do 
some useful work, and to bring the productions of their industry into the markets of 
the world. Those who at first refuse, are soon constrained to come. While older 
nations are thus brought into more intimate intercourse with the new, they are 
themselves subjected to unlooked-for competitors in their own cherished industries. 
The volume composing the commercial currents thus continually changes and ex- 
pands in measure, place and variety, and the necessity of a uniform and universal 
standard of value by which these vast aggregates can be equitably transferred from 
nation to nation, and from hand to hand, is more and more apparent every day. 
Because money expresses all other material good, it has ever been the object of di- 
rect pursuit. Just in proportion as industry languishes, men have tried to thrust 
upon the world as true money some debased or counterfeit thing, believing that it 
will perform the service of the true. Whether this is done lawlessly by one man, 
or by combined society through forms of law, the fraud is the same in kind, and 
differs only in degree. It is always a crime against humanity at large. 

To produce by industry the money’s worth, is the legitimate way to make money. 
Men do not want the money itself, but what the money’s worth will bring by ex- 


* Address of Mr. George S. Coe, President of the American Exchange National Bank of New 
York, at the last Bankers’ Convention. 
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change. This is the beneficent and binding law of nature. Older nations have 
tried in vain to evade it, and their records show how invariably and ignobly they have 
failed. It is left to our own new country, and particularly to the newer parts of it, 
to repeat these old errors—errors all the more conspicuous and aggravated because 
commerce has so largely extended its sway, and brought all parts and peoples of the 
earth into closer relations. 

Commerce is greater than local statutes and will over-ride them all. The instru- 
ments it uses are still those that the experience of longages hastested and approved. 
They cannot be supplanted by any one nation without throwing that people into 
discordant relations with the rest of mankind, and turning it back towards barbar- 
ism. Natural law, while it is universal and omnipotent in its operations, is at the 
same time so genial, beneficent and quiet, and so fits all conditions of men every- 
where, that it seems to be no law at all. We only find our mistake when we disre- 
gard it, and substitute for it our own petty contrivances. Faith in the idea of na- 
tional and individual rights under it, lies at the very foundation of the American 
Government. 

But the importance of observing what money is, is immeasurably exceeded by re- 
garding what it does. It is the money’s worth, and not the money itself, that so 
incessantly passes throughout the commercial tides. 

More than nine-tenths of the world’s commerce consists of the simple exchange 
of one thing for another, by means of paper instruments conveying, but not them- 
selves, like true money, possessing its real value. Such instruments when they 
have discharged their appointed service necessarily die and are withdrawn. Every 
document that traverses the great highway of nations, must have its constituent of 
real property concurrently in motion to meet it, and by which it is redeemed when 
the property is sold. The ships that pass each other upon the ocean, bear the sub- 
stantial things given in traffic one for another by pre-arrangement of their owners, 
through the offices of merchants and bankers. All their cargoes of whatever they 
may consist, of useful merchandise, are in effect held in the portfolios of bankers 
through whom they are exchanged and re-exchanged for their money's worth of 
other things desired, in any other part of the commercial world Fortunately, there 
is no international power that under forms of law can forcibly inject into the world’s 
commerce a fictitious paper intended to perform the offices of money, while not 
doing the substantial duty of carrying an equivalent value along with it. That 
stupendous folly can only be perpetrated by individual states, most of whom in the 
old world have repeatedly tried it, and proved its evil results. 

Now what is true of commerce in its larger aspects, is equally true when applied 
to men living in separate communities. Their wants are the same vital, personal 
wants, and tneir rights to supply them are private, personal rights, fairly embraced 
in those classed as inalienable, such as ‘‘ life, liberty and the pursuit of happiness, 
to secure which governments are instituted among men ;” and therefore if ever ad- 
mitting of government interference, it is only when, and only while, life, liberty 
and happiness are each and all in deadly peril. Having referred to these ‘“‘ self- 
evident truths,” it may not be out of place to say a passing word respecting the 
only expressed constitutional power of the American Government over money, viz., 
‘* Congress shall have power to coin money and fix the value thereof and of foreign 
coins.” This clearly implies the duty while coining our own, of keeping in view 
the coins of other nations, with reference to commercial relations with them, 
and of adjusting our own coins in conformity to, or in equivalence with 
theirs in value, for the better promotion of trade. Certainly this cannot be 
a power given to impede its commerce by gratuitously throwing this great 
nation into a debased standard of value as compared with others with whom 
it must deal. This relation is not one between organized nations themselves, as 
states, but between individuals composing them, and therefore the chain of connec- 
tion cannot be arbitrarily broken, nor be permitted to remain needlessly severed, 
without unequally invading the personal rights of men, both within and without the 
state. 

It is perfectly natural that a nation like ours, having speedily subdued a continent 
of almost boundless extent and fertility, should regard itself asa self-sustaining 
power, independent of all others, in its internal methods and resources, 
and able to set at defiance the principles which ages of experience have else- 
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where approved. Even if this were so, what is the use of doing it? With all 
our rapid advance, many other portions of the earth are also rapidly developing new 
productions, which are fast coming into market to claim a division of profits which 
this people had begun to estimate as peculiarly their own exclusive reward for sup- 
plying the old world with food. But the rapid progress of industry everywhere else, 
is giving us due warning, that to hold a place of first rank among the nations, we 
must cultivate commerce with the world at large upon established methods, and 
carefully keep pace in the line of march with the peoples without, as well as with 
those within our national boundary. 

To have two moneys, or measures different in value, is a waste of capital. The 
larger proportion of m.ney is best kept an idle and torpid reserve. But it is none 
the less a treasure of indispensable necessity. Like other reserved forces, it 
must consist of full vital qualities, and be held in suspense until the exigency arises 
for which it was provided. And the very fact that great crises suddenly come in 
commercial affairs, and that they have relations with men beyond the national boun- 
dary, makes it all the more necessary that the money of the nation should consist of 
the universal solvent. To have enough of this, and then to duplicate it by an in- 
ferior coin, is at best providing a destructive stimulant, and a most expensive in- 
cumbrance. Not to have it, or to diminish the aggregate reserve by dividing 
the required service between the better and the worse medium, is only to ensure the 
withdrawal of the first from use at a critical moment, because it is then the safest 
investment of timid capital, leaving the business community in its utmost need, to 
suffer the thousand evils of panic and financial derangement. This is now our im- 
minent danger. The shadow of such a prospect is already plainly evident. 

But how has it occurred, that a people like ours, of general intelligence, fertile in 
expedients, with a rich country of boundless resources, and an excess of export- 
able productions that has created a favorable balance of trade for successive years, 
sufficient to fill the national treasury and supply every commercial depository with 
the world’s money, now finds itself contending with initial financial questions, and 
with difficulties ordinarily associated with poverty and want? Why were we not 
satisfied to ‘‘ let well enough alone”? ‘The long use, as a substitute for money, of 
orders upon an empty treasury, emitted without provision for their redemption, and 
continually reissued and renewed, and which, in an unguarded moment, were de- 
prived of their original right to be funded into the public debt, and were after- 
wards, at the discretion of Congress, made legally perpetual by the Supreme Court, 
has unconsciously begotten in the minds of our people a feeling that money itself 
can be created from any material substance, and that as money, a printed promise to 
pay coin, and the coin itself, are somehow identical in value; that the Government 
is endowed with power as the master, rather than that it is itself the subject and the 
servant, of natural conditions. ‘The ordinary results of this fundamental error, 
fatal without exception in every other place in the world where it had been tried, 
were miraculously averted here by the exceptional conditions of the country. A 
large army of energetic men, inured to severe toil and privation, were suddenly 
transferred from war, and from older states and nations, to the fresh fields of the 
great West, which in a single year, and year after year, from unbroken solitude, 
yielded to their labor rich crops of golden fruits, sufficient to turn the commercial 
balance from the old world to the new. This providential and unlooked-for inter- 
position saved us from our own undoing. Besides all this, the variable monetary 
conditions of the country, and even the vicissitudes in market prices produced by 
the alternating volumes of nominal and real money, gave frequent opportunity for 
the people to take chances in commercial and financial affairs, congenial to all men 
of adventurous nature, and has schooled our people more or less into the love of 
speculative enterprises. All these influences, together with the common opinion, 
that to revive those prosperous days immediately succeeding the war, we must re- 
peat the financial expedients with which they were associated, have created the 
public sentiment at present so largely prevailing. And so, although the war has 
since a quarter of a century passed into history, the special compulsory measure 
most reluctantly adopted by the fathers to carry it on, and avowedly justified by 
them for that purpose alone, is the one measure most persistently cherished and 
prolonged by their sons as an approved article of political and financial economy in 

time of peace. When it is assumed that money can be stamped into being from 
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paper, by an edict of a republican government, it is easy to conclude that the same 
omnipotent power can say, ‘* Let one dollar’s worth of silver bullion become two 
coined dollars, or any fraction thereof, and it is done.” And this state of public 
feeling will not easily be changed so long as political power is best secured by re- 
flecting the transient opinions of the people, rather than by a diligent study of eco- 
nomical subjects, by statesmen who will conscientiously impart to their constituents 
the results of their own careful investigations. 

It is also a striking demonstration of the substantial error in these financial ex- 
pedients, that while commerce is striving with all its might to maintain itself upon 
the world’s standard of value, and instinctively repels such unnatural devices, it is 
in peril of being overwhelmed by an excessive creation of one of them, and by the 
reissue of the other, to be used in the enforced payment of the public debt, into 
which some of the war currency had been safely funded at the lowest rate of inter- 
est, thus completely reversing the provision originally made for its entire extinc- 
tion. 

It may seem that in thus referring to Government paper, I am needlessly 
dwelling upon a thing of the past, not likely to be continued or repeated. But is it 
so? When this constant and unprecedented creation and storage of silver coins 
shall exceed the power of treasury resources to retain them, they must be forced 
out in payment of all Government dues, and become at once the standard measure 
of the domestic trade of the country. They cannot be mixed together in the com- 
mercial currents in any continuous service. Their parity with gold will be 
destroyed in practice, as it already is in fact. Gold will be withdrawn from use as 
money and become merchandise, daily more and more cherished for its superior 
value. When this will occur, we all know, is merely.a question of time. This 
will obviously leave a sudden void to be filled by some other medium. It is easy 
to see that the financial distress produced by this transition will naturally seek 
relief by an overwhelming demand upon Congress for new issues of the familiar 
greenbacks, redeemable, if at all, in the same deteriorated silver coin. Thus the 
two forms of currency will indefinitely increase, become more closely united, and 
will sink down together. When law thus silently invades established methods, by 
the compulsory creation of merely local money, law is consistent with itself in 
demanding that it be used. This second error, the necessary consequence of the 
first, can only be prevented by firmly withholding the threatened flood, and by re- 
voking the fatal edict—fatal as events have proved, even to the special interest 
which it was intended to protect. Will this law be repealed? This is the great 
issue, before which our nation with its business disturbed, now stands halting, 
neither following the example nor taking counsel with other nations perplexed by 
the changed aspects of the silver question, and with whose commerce we are inex- 
tricably involved. That we should so needlessly inflict upon ourselves such con- 
fusion and discord in the simple affairs of life, when every motive points clearly in 
the opposite direction, is one of the marvels of our time. 

Meantime our banks, the special servants of commerce, are pursuing their way 
as best they can, subject to these conflicting currents. The exchanges of 
property passing through them, between the people, amounts to more than one 
thousand million dollars in value per week, and in all these vast aggregates, com- 
paratively little money is used. The currency or papér instruments by which 
these exchanges are effected, is substantially like that which is used by the world at 
large. It consists of orders for the transfer of the money’s worth of merchan- 
dise in whatever form, passing from one person to another by means of deposits 
and checks, which carry with them their expressed value given or received in the 
infinite variety of things required in life. These orders or checks, like those used 
in international commerce, having performed their intended service, become de- 
funct. They are currency redeemed. They have no other vitality than that 
inherent in the particular property which originates them, and which, to give them 
validity, must pass concurrently with every one of them from hand to hand. Like 
tickets for baggage, and receipts for freight, they only facilitate the things con- 
veyed, by the motive power supplied by the banks. If it were possible for any 
man, by his simple mandate, to enforce his checks upon others, when he had no 
deposit in bank, he could thus create Jegal tender currency, which is nothing more 
nor less than an arbitrary overdraft of resources, a giving of power to expend wealth 
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in advance of production, and is in effect a derangement and disturbance of the 
equities among men, reaching far out in its results, through all socicety. To 
estimate the larger volume of legitimate currency existing, it is necessary to take 
into view the property in process of exchange, as it is represented by deposits in 
banks subject to draft. It is evident that the sum of these, as of any other legiti- 
mate currency, has no relation whatever to the number of existing population’, but 
solely to their industrial character and to the results of their labor; and if every 
person in the great hive of industry who has anything to exchange with others 
were connected with such an organization, the trade of the community could be 
effected by this kind of currency alone. The truth is practically recognized every 
day. Dealers in banks are increasing rapidly in number, and banks are regarded 
more and more the indispensable agents in the economies of life. Their simple 
instruments of exchange relieve the public from the personal cares and risks of 
transporting money, and they accomplish all the objects which any other forms of 
currency can possibly secure. If there were but one such institution in a given 
community, and it embraced every inhabitant transacting business, other things 
being equal, it is plain that but little actual money would be in movement; that 
the deposits and checks of that institution would, in effect, represent all the 
property in the community, marketable, or in process of exchange, and that the 
only money absolutely required would be that which was needed in payment of 
wages, and that kept in reserve for sudden exigencies, and for the settlement of 
balances of trade with other communities outside of itself. That such a com- 
munity would be injured and not aided by creating for itself an arbitrary standard 
of value, not in accord with those surrounding it, is obvious. As no paper cur- 
rency can possess commercial vitality beyond that given by its accompanying con- 
stituent, so no dead issue can possibly be endowed with commercial life by 
process of human law. The practical difficulty attending a currency of checks and 
deposits alone, lies in the fact that to pass a check or to secure creditable relations 
with a bank, demands a degree of moral standing and personal intelligence not 
possessed by all the members of a community, and for these a form of currency is 
needed which easily attests its own authenticity But this medium is but the 
smaller part, probably not more than one-tenth, of the aggregate currency required. 
It should somehow be made to rest upon that same substantial foundation which 
accredits the great volume of currency of the same community, and which carries 
along with it the means for its own prompt redemption. If this smaller portion of 
the currency be unduly expanded or debased, do you not disproportionately raise 
retail prices and impair the wages of labor and thus afflict the poor? This larger 
medium of deposits and checks now constitutes the currency of more than nine- 
tenths of the aggregate business of the country, as other forms of transfer do of 
the world. Observe the published records of Clearing House movements from 
week to week. See how the great staples are moved to market! After the simple 
labor is expended upon them, their value is drawn for, and the drafts deposited in 
banks from place to place, as they progress towards their destination. Checks upon 
banks drawn against them for their money's worth are converted by the same pro- 
cess into the money’s worth of other needful things, until they reach the place of 
exportation, when the same paper instrument for international purposes takes 
another name, although it does the same duty in substantially the same manner 
through foreign bankers. In all these changes and interchanges of merchandise, 
the values to and fro may be so nearly equal that little or no money is touched 
in the process, but it is of vast importance that the standard of value, as 
money, in which the reckoning is made, shall be kept everywhere the same. All 
this, so plain in statement, must commend itself as both practical and just. And 
when you multiply banks over a vast country, and divide this important service 
among them all, both the principle and the practice remain unchanged. | he 
wonder is that a subject so simple in itself could ever have been so completely 
enveloped in cloud as to admit of the boundless abuse and mystery that has sur- 
rounded this most practical question of life. 

But our banks are now subject to special trials and dangers. On the one hand, 
they are under the highest obligation to persistently continue their efforts to main- 
tain the gold standard of value, which anchors the prices of the countless miilions 
of property annually passing through their exchanges, upon solid commercial 
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ground, and also secures the validity of existing contracts unto their true intent, 
and upon the common level of other commercial nations. On the other hand, 
they are under the dominion of local laws creating a debased dollar, and pro- 
longing indefinitely a paper currency of unsubstantial foundation, which together 
continually tend to force the financial measure down to a degraded level. Fidelity 
to the course which a sense of justice and substantial prosperity alike prompt 
them to pursue, carries with it a feeling of irreverence for, and of insubordination 
to, the laws of the land. They have waited in hope, and so far in vain, for the 
legislators of the nation to come to a better mind, and they now rely upon the co- 
operation of those who so ably administer these peculiar laws, to avert from the 
business community their almost inevitable consequences. The situation presents 
a novel spectacle to the world. It is not the first time that the laws of the land and 
the higher law have been in conflict, in respect to things that are only ‘‘ made _per- 
fect through suffering.” 

The unity of interest in our banking system throughout the land will be more 
apparent when we consider that the staples which form the great body of our indus- 
trial exchanges are in universal demand, and largely tind their markets abroad, and 
there is no spot, from the place of production to the place of final use, where the 
measure of value can be changed without confusion and danger. The wages for 
culture of these products are first entitled to full compensation in the most reliable 
form of money existing. Anything less than this is the grossest injustice, and a 
fatal blow at social order (and just here a debased or fictitious currency does the 
greatest wrong). This first step rightly taken, these productions are in effect 
placed in custody of banks, which give capital and credit to their money’s worth, 
and permit that value to be drawn out by checks of the depositors, in amounts as 
their convenience demands. ‘These checks are essentially currency, because their 
money value in property has by them been made current in commerce. The same 
property moving on to its next destination, may be there again divided and sub- 
divided and sold, or started further onward with like results ; and as it goes forward 
from bank to bank and from place to place, and is drawn upon, it creates new cur- 
rency, at the same time, by its proceeds at every subsequent station, discharging 
that which it had created before, until the port of foreign export has been reached, 
when it finally becomes the subject of a foreign check or draft at the equivalent 
in the world’s money, and thus discharges all the currency it left behind it. In 
all this progress there is no legitimate room for dislocation or change of measure, but 
to be natural and free, all must be uniform throughout. 

From the very nature of their duties, every bank will seek to be in kindly re- 
lations, more or less responsible, with others in the direction of its trade, and the 
whole body will then move together as one organism, all finally uniting, directly or 
indirectly, with those that reside at the commercial centers where international 
trade goes and comes. ‘These receive and pay the money balances which such 
trade creates, and the money that they use must be therefore such as will be 
accepted, as well at its real as at its nominal value, both at home and abroad. It 
is obvious that two unequal forces of this character cannot work kindly together. 
Here we reach the place where the United States of America, free and independent, 
enters into conflict with the world. The banks upon the ocean border where the 
great waves of commerce within and without meet each other, are now the places 
of special danger. They perceive, with reference to their own resources, how 
the rapid increase of debased dollars is continually absorbing the resources of the 
country by the conversion of the current coin that larger commerce desires, into 
the local kind which it flatly refuses; while the existing statute inexorably calls 
for additional monthly sums, irrespective of commercial laws and needs, and de- 
mands admission of the swelling volume into the healthful currents of trade. 

They dread the day when Government will be compelled to enter the Clearing 
Houses there, and pay its current obligations in deteriorated money, and thus at 
once subject the countless articles of human industry exchanged throughout the 
land, and every existing contract for value, to a local and debased measure of 
varying value. They see how dextrously the Treasury Department is working as 
a national wizard in the tireless endeavor to retain a stock of good money, sufficient 
to keep both kinds of arbitrary currency up to the common level of mankind, 
anxiously and ingeniously trying to do impracticable things. All this they are 
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compelled to observe while in daily dread of the inevitable result, in the profoundest 
sympathy with the men who so bravely maintain the integrity of the nation, and 
in the hope that an intelligent people will early come to the rescue. And what fancied 
good to this wealthy nation can possibly be expected by this novel and unequal 
struggle, which every thoughtful man knows must end in greater disaster the more 
itis prolonged? Why should the governmental forces be wasted and distressed in 
this vain contest with the powers of nature, the universal practices of men, and the 
laws of God, rather than be employed in the easier task of finding the shortest way 
back to the paths of peace and prosperity ? 

Fortunately this great question is not one that either of the political parties just 
now claims as its own peculiar property. Both have split upon it into unaccountable 
fragments, and both, in undefined apprehension of danger, prefer to seek other 
issues for consolidation. We may therefore here discuss it as economists, without 
embarrassment. But its essential importance and vast embrace will inevitably 
command for it the most absorbing consideration, not as a measure of lower poli- 
tics, but of higher statesmanship, until it is finally and rightly settled in the 
national council. 

This is not merely a cold question of dollars and cents, but one embracing every 
department of human welfare. It involves all industry and its reward, making 
virtuous endeavor variable and uncertain, not dependent on wise forecast and intelli- 
gence, but subject to legislative caprice, and to all the influences which enter into 
the devices of political parties. When currencies part company, their divergence is 
variable and uncertain. They not only become themselves the subject of specula- 
tion and wicked control, but everything they respectively measure and affect is 
thrown into similar complications. No community can be contented, virtuous or 
happy under such conditions of life. Ail business affairs fall into confusion and 
become games of chance, subject to endless antagonisms and dangers. ‘‘//f the 
foundations be destroyed, what shall the righteous do?” 

While the railroad system is stretching its long lines from every direction, com- 
bining one local structure with another, to reach the sea-coast, so as to bring this 
nation into closer contact with the commercial world, it is a strange anomaly 
that its legislature should at the same time be gratuitously creating obstacles which 
interrupt the national exchanges of the merchandise they convey, and embarrass 
the commerce they secure. 

Banks and bankers which perform their duties at the great gates of commerce, 
must of necessity hold in custody a proper proportion of **e money’s worth of ex- 
changeable property and of the money itself to meet the variable conditions and 
demands of trade in either direction. Experience both in the old world and in the 
new, seems to have proved that as a general rule nearly one-third of the current 
liabilities of such institutions should be represented by cash in hand, in order to 
promptly meet the changes and vicissitudes incident to national and social affairs, 
and that whenever this ratio begins to subside, the expansion of trade can be 
naturally arrested, and the equilibrium be restored, by charging a higher rate of 
interest for the use of capital, so as to make property more expensive to carry, and 
thus to expedite its conversion into money. 

It is evident that if merchandise can be thus most advantageously released, it, 
rather than money, will run into the channels of commerce, and produce the de- 
sired international result. It is equally plain, if healthy monetary currents are 
suspended by the introduction of a false and variable medium, that this commercial 
gauge and index of trade will cease its natural operation, and no longer give signal 
of danger. Property will be blindly created and exchanged for other property in 
unknown proportions, and in profligate ignorance, when the end will be insolvency. 
The power presumptuously assumed by Government to create money, and to 
change its value, is thus all the while deceiving the people as to their ability to ex- 
pend, and producing national disappointment and civil Cciscord. So beneficent in 
their restraints are natural laws, and the ways of Providence. 

But passing from these general considerations respecting banks located at the 
points of junction of internatiunal commerce, permit me to show how intimately 
these institutions are related to each other, and to those scattered over this vast 
country. ‘‘ All are but parts of one great whole.”’ If it be true that a certain ratio 
of money and of exchangeable property is necessary to hold one commercial locality 
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in healthful relations with the rest of the ‘world, it is equally true that every institu- 
tion, of whatever kind, that participates in this service, is under honorable obliga- 
tion to keep itself in the required condition. The clearing-houses in large commer- 
cial cities make ail banks there, one in movement, and one in danger. They are 
therefore bound to be one in general condition and character. 

This responsibility rests especially upon those cities to which the lines of com- 
merce from every direction converge, and in the measures of the volume of property 
thus interchanged. 

Those banks are safe whose assets consist of liens upon such property as is 
readily convertible into money. They are more safe when they possess similar prop- 
erty of their own, to reinforce that which they hold upon deposit for others ; and 
still more so, when an adequate ratio of cash is habitually maintained, to meet all 
possible exigencies of the situation. 

There is a strong temptation to evade and reverse each and all of these condi- 
tions, by establishing banks of the smallest practicable capital, who seek to secure 
the largest measure of deposits by giving special bounties for them, because divi- 
dends are more easily earned by borrowing the capital of others, than by possessing 
it themselves. These are the practices that lead to destructive competition among 
banks, alienate members of the same clearing-house from each other, and weaken 
the whole system. They area producing cause of financial panics and crises, and 
institutions which commit them, are those that are always first compelled to seek 
protection from their colleagues. Whenever banking institutions offer premiums 
for patronage, their stability may be suspected. Banks in commercial centers hold- 
ing the reserves of the country at large, are especially liable to sudden demands 
from home and abroad. They are beset with temptations to invest their resources 
in enterprises promising large profits, but not readily convertible into money. It is 
manifest that their management requires sleepless vigilance and care. They are 
entitled from the public to a just discrimination, and from each other to the most 
honorable and liberal support. They have a right to demand of each other a strict 
adherence to such practices as will harmonize and consolidate the total strength, 
and secure prosperity to all, and safety to the country. Rightly understood, these 
conditions and these results are inseparably united in the business. 

By reference to the printed reports of clearing-houses, it will be observed that 
two-thirds the total value of property changing hands in the United States, passes 
through banks in the City of New York So far as those institutions generously 
hang together and honorably maintain the high standard of business which their 
exposed situation demands, they present to the nation and to the world the strongest 
guarantee of safety and stability. The experience of the last thirty years, since 
they became a more compacted and coherent system, has won for them as a body 
a deservedly high reputation. This result has not been attained by an equal con- 
tribution from each member, of business care and character. It has been proved 
that no institution is large enough to declare independence of its colleagues, and no 
one so small but it may do irreparable damage to them all. There is a limit to the 
forbearance which the stronger may exercise towards the weaker in time of trouble, 
and even the whole bond of union may be broken, when an important portion find 
it their interest to withdraw. 

But the lapse of time and the facilities of commercial intercourse are proving the 
expediency and the necessity of more general consolidation of the banking interest, 
not in the central city only, but throughout the land. By their instruments the 
industries of the nation are chiefly promoted, distributed and exchanged. They are 
so indispensable to life that no substitute for them is possible. The immediate 
prospect before them all is not by any means cloudless. They will have to encounter 
in their service to the public, as agents of all industrial exchanges, the caprices and 
vicissitudes respecting the legal standard by which all property is valued. Stability 
of present financial conditions is impossible. These must rapidly decrease, or be 
early restored. Ineither event, the banks throughout the land must largely parti- 
cipate in the chances and changes which the business will have to meet and to 
suffer before a healthy condition can be generally enjoyed. 

It becomes us all to keep our respective houses in order, and to work harmoniously 
together for mutual protection and for the public good. 
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I. RIGHT OF PAYEE OF CHECK TO SUE BANK—GARNISHMENT, 


A owes B a note. A transfers his property to C, taking C’s check on 
City bank (C’s. account being good) payable to A or order. B hears of C’s 
transaction, brings suit against him and garnishees the bank from paying funds 
in its hands or control to A. 

Garnishee papers are served on the Cashier before A presents his check for 
payment, the Cashier receives the check from the hands of A, and on account 
of the garnishee of which he informs A, the Cashier being in doubt, refuses 
payment of the check, and hands it back to A. A in a few minutes thereafter 
gave the check to D to whom he was indebted, informing him that payment had 
been refused by the bank on which it was drawn because of the garnishee 
proceedings D had A endorse his name on the back of the check and took 
it, paying A part cash and giving him credit on his account for the balance of 
the check. D, without endorsing the check, deposited it with the National 
bank with which he kept his account. 

On the next day the National bank, by one of its clerks, presented the 
check to the City bank for payment which was refused because of the garnishee 
proceedings, and being in doubt the Cashier of the City bank so informed the 
Clerk of the National bank at the time. In a few minutes after, about 3 
P.M., the President of the National bank, who is also a Notary Public, pre- 
sented the check to the City bank for payment which was again refused be- 
cause of the garnishee proceedings, and the President of the National bank 
was so informed by the Cashier of the City bank, and that he, the Cashier 
of the City bank, being in doubt, would want time to examine into the matter 
and determine whether or not under the circumstances he was entitled to pay 
the check. The President of the National bank wanted to know how long a 
time—if an hour. To which the Cashier of the City bank replied that he 
could not tell how long it would take an attorney to examine into the 
matter and give his opinion; that he thought as Cashier he was entitled to 
24 hours in which to decide whether he could under the circumstances pay the 
check or not. 

The National bank by its President as Notary Public at the close of the 
Same day protested the check for non-payment, and brought suit the next day 
in its own name against C the drawer and A the payee of the check, and on 
the trial day by leave of the court amended its bill of particulars so as to 
make the City bank one of its defendants, took judgment by default against 
C and A, and continued the case as against the City bank to obtain service. 
Afterwards summons was issued and served on the City bank. At this stage 
of the proceedings the National bank dismissed the case as to the City bank. 

The City bank in response to the garnishee summons, stated the facts in 
substance as herein stated, leaving the court to decide all questions of liability 
of the City bank to A and B in the case. The court held the garnishee to be 

good and ordered the City bank to pay into court the amount of B’s judgment 
a A and costs, the same being less than the amount of the check given 
y CtoA. 

Was the action of the Cashier of the City bank in refusing payment to A 
and returning to him the check and afterwards refusing payment to the 
National bank right? If not wherein did he err? 

Has C good grounds for an action for damages against the City bank for re 
fusing to pay his check? Did the court err in ordering the City bank to pay 
over the moneys under the garnishee proceedings? Had the National bank 
any right of action against the City bank? 
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REPpLY.—Among the general rules which govern in cases of garnishment are 
the following: A garnishee can, ordinarly, be charged only for those debts for 
which he is liable to be sued by the principal defendant; and cannot be charged 
in respect of his liability to the principal defendant, upon a negotiable in- 
strument while the same is not over due, and is in condition to be passed by 
the principal defendant to an innocent third party. The correctness of the de- 
cision by which the City bank was charged as garnishee of A depends, 
therefore, upon whether, at the time of the service of the garnishee process 
upon the bank, A, as payee of C’s check, could have maintained an action 
on the check against the bank. It is entirely clear that he could not, and 
that the decision of the court was wrong. The general and better rule, which 
prevails in most of the States, and in the courts of the United States, is, 
that. the bank is not liable to an action by the payee of a check, before ac- 
ceptance on certification thereon; and that the mere giving of a check does 
not work an assignment of the funds against which it was drawn. In some 
States, however, it is held that the bank is liable to an action by the payee 
after presentment, demand and refusal to pay; and that upon presentment, an 
assignment of the drawer’s deposit to the amount of the check is perfected 
in favor of the payee. See a full discussion of the subject in Daniel on 
Negotiable Instruments, § 1635, ef seg. Tested by either of these rules, 
the City bank was not liable to be charged as garnishee of A, because 
the garnishee process was served upon it before the check was presented for 
payment by A. 

Again, at the time of the service of the garnishee process, the check was 
not overdue and might have been passed by A to an innocent third party, 
who would unquestionably have had a better right to the funds than the at- 
taching creditor. It is true that the check was dishonored when payment of it 
was refused to A upon the first presentment, and that D and the National 
bank took it as dishonored paper; and their rights in it were no higher than 
those of A; but in our opinion, this fact could have no effect upon the 
liability of the City bank to be charged in the garnishee proceedings. That 
liability depended upon the character of its liability to the principal defend- 
ant A at the time of the service of process upon it. The latter liability, if 
any existed, was upon a negotiable instrument not ¢hen overdue, and so was 
beyond the reach of a garnishee process. In respect to the action of the 
Cashier of the City bank it is difficult, in view of the decision actually 
rendered by the court in the garnishee case, and especially if it is to be a 
final decision in that case, to say that he erred in refusing payment of the 
check, though the position taken by him was not, we think, technically 
accurate. The facts of the case were all well known to him when the check 
was presented, and required no further investigation; and the question, 
whether payment was proper, was, under the circumstances, a mere question 
of law. Theoretically he was bound to know the law, and we think he 
was bound to decide, at any rate before the close of bank hours on the 
day of presentment, whether he would pay the check or not; under the 
penalty of making his bank liable to an action by C in case of an im- 
proper refusal to honor the check. Upon the assumption that the court 
would decide correctly in the garnishee case, we think he would have been 
justified in disregarding the garnishee process and paying the check to A, 
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when it was first presented by him. But if he made a mistake in the course 

pursued by him, the court made another in rendering its decision and the prac- 

tical effect of the Cashier’s action has been, at any rate up to the present time, 

to prevent the bank’s being obliged to pay the cheek to the extent of B's 

judgment twice over. 

We have no doubt that C has ground for an action against the City bank 
for its refusal to pay his check, though the question of what damages he can 
recover is quite problematical. Technically the bank violated its duty to C, 
in refusing to pay the check, and not being a party to the garnishee suit he 
is not bound by the judgment rendered in it. But while he is doubtless 
entitled to nominal damages against the City bank, still the principal ground 
for damages in such cases is the injury to the credit of the drawer, and the 
reasons given by the Cashier for not paying the check, were such as to 
diminish the supposed injury to C’s credit caused by the refusal, and can be 
introduced before the court in mitigation of those damages. C may, however, 
if he is compelled to pay the judgment recovered against him on the check 
by the National bank, seek to recover the amount so paid, at any rate to 
the extent of B’s judgment against A paid into Court by the City bank, as part 
of his damages in an action against the City bank; and unless he is able to 
do this, it is plain that he will to that extent, have been obliged to pay the 
amount of the check twice over himself. It is questionable, however, whether C 
ought in strictness of law be allowed to do this, although it is a case where a 
jury might be inclined to aid him if possible. His conduct in suffering the 
suit brought by the National bank against him to go by default was most ill 
advised. In the first place, the check was dishonored in the hands of A, when 
payment was refused upon the first presentment, and no notice of this dis- 
honor appears to have been given to C. He was therefore discharged from 
all personal liability on the check; and the protest made on the next day by 
the President of the National bank was ineffectual to hold him. In the next 
place, if the Court decided that the City bank was liable as garnishee of A, 
in the first suit, it must have allowed the part of the check so sequestrated 
for the benefit of B, as an offset against the claim of the National bank, 
against C and A in the second suit, because D and the National bank took 
the check as dishonored paper and with notice of the garnishee proceedings. 
C therefore should have appeared to the action against him and compelled 
the allowance of this offset. Upon correct principles the National bank has no 
claim whatever against the City bank; though the Court, which decided the 
garnishee case, if suit is brought there, must, to be consistent, decide that 
the National bank, as the holder of the check, is entitled to recover upon 
it the balance due after deducting the amount paid by the City bank as 
garnishee of A. 

The facts stated in this inquiry appear to us to present a case of ‘‘con- 
fusion worse confounded,” principally caused by the improper decision rendered 
by the Court in the garnishee proceedings. We think the only proper course 
under the circumstances for the City bank is to appeal from that decision, 
and to secure its reversal if possible. Otherwise it must take its chances of 
the damages which C may recover in an action, which if he is compelled 
to pay anything to the National bank, on its judgment against him, he will 
no doubt bring against the City bank. 
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II. NOTE PAYABLE ON OR BEFORE OCTOBER. 
We have sent to us for collection a note, of which the following, sup. 
pressing names, is a copy: 
“* $25.00. Township of , Sept. 15, 1885. 
‘*On or before October, 1886, I promise to pay John Smith or bearer twenty-five 
dollars, waiving all benefit of valuation or appraisement laws, for value received, 
with interest. Payable at First National Bank, Honesdale, Penn. 


**T own 100 acres of land.” (Signed) JOHN DoE. 
‘¢ ) RICHARD ROE. 


The ‘‘on or before October, 1886,” is printed in the note and it is listed to usas 


maturing October 1-4. 
We claim that where the limit of time is fixed at a calendar month, instead of a 


day, that the payer is entitled to the whole month so specified and three days’ grace, 
and that this note is not due or protestable until Nov. 3. Am I correct? 


REPLY.—We have been unable to find any authority upon this question, 
and have no decided opinion upon it. We should infer from the form of 
the note that the day of the month had been omitted after the word ‘‘ Oc- 
tober.” Upon that assumption, the only analogous case which occurs to us 
is the one cited in Daniel on Negotiable Instruments, § 88, of a note pay- 
able ‘‘ months after date,” which, being payable in an indefinite time, 
was held in law payable on demand. Upon the same principle, this note being 
payable on or before an indefinite and unspecified day in October, we should 
regard it as payable on demand at any time during the month of October, and 
protestable on any day during the month at the option of the holder. 


III. SurRETY FOR ACCEPTOR NOT ENTITLED TO PROTEST. 


Please give me your opinion as to whether the following draft should be protested 
or demand of payment made in order to hold James Jenkins. 

$300.00. Chicago, Ill., May 4, 1886. 

Six months after date pay to the order of J. Smith & Co. three hundred (300) dol- 
lars, for value received, and charge to account of J. SmirH & Co. 

To HENRY BURKE. Security JAMEs JENKINS. 


Across the face was written the following: Accepted, HENRY BURKE. 
JAMES JENKINS, Security. 


You will see that Jenkins signs as security for Burke, the acceptor. Does the word 
** Security ” make Jenkins’ liability anything more than that of an endorser ? 

REPLY.—Upon acceptance of the draft Henry Burke becomes in fact the 
principal debtor upon the paper, like the maker of a promissory note, and 
James Jenkins stands in the position of one who has signed a promissory note 
jointly with the maker, but describing himself as surety for the maker. 
Technically, the effect of this is to make him jointly liable with the maker, 
and at the same time to give notice to the holder that as detween them- 
selves the two signers of the note bear the relation of principal and surety. 
In this case, James Jenkins is technically a joint acceptor of the draft with 
Henry Burke, and a protest of the draft is not necessary to hold him. His 
liability is quite different from that of an indorser. 


a —_— 





ForRGED NoteEs.—The forged Bank of England notes which have been circulated 
on the Continent, and perhaps elsewhere, are finding their way to London, and 
are there marked “‘ forgery” atthe bank. They are so well done, both as to en- 
graving, paper-mark and paper, that it requires an expert to tell the real from the 
false. The severe simplicity of the Bank of England note has not been altered 
since its first issue in the seventeenth century. 
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AT a meeting of the Board of Directors of the Corn Exchange Bank of New 
York, on Sept. 15, 1886, the following preamble and resolutions were adopted : 

Whereas, We have to record with sincere regret the death of our esteemed friend 
and associate, Effingham Townsend, Esq , who had been a director of the bank 
since its organization, in 1853, and intimately connected with the management of its 
affairs for more than thirty years ; therefore be it 

Resolved, That by the death of Mr. Townsend this bank has suffered the loss of 
a prudent and sagacious counselor, one who has left an unblemished character as an 
honorable merchant and a man of unusual ability, and who, as a citizen, has enjoyed 
the respect and esteem of this community. 

Resolved, That the foregoing preamble and resolutions be published, and that a 
copy of them be sent to the family of the deceased, to whom we extend this evidence 
of our sympathy and condolence. 


F. KLOECKNER, INVESTMENT BANKER, No. 4 BRroAD StT.—The rapidly grow- 
ing wealth of the American people is forcibly illustrated by the constant demand for 
reliable securities in which to invest surplus funds, and it is naturally to the great 
city of New York that investors turn to seek the best terms and the most substan- 
tial classes of securities In connection with these remarks, the attention of our 
readers and the public is directed to F. Kloeckner, dealer in first-class securities. 
Mr. Kloeckner has been engaged actively in this business for the last 16 years in the 
metropolis, and is widely known and highly respected in financial circles. His of- 
fices, located at No. 4 Broad street, are very central and convenient to the principal 
banks, trust companies, and the Stock Exchange. Mr. Kloeckner has made the 
dealing in first-class railroads, State, and municipal bonds a prominent specialty, 
and offers opportunities for the purchase of guaranteed dividend-paying bonds and 
stocks which are unsurpassed. 


IT is generally conceded that a more fit man than George H. Burford could not 
have been chosen to succeed the late Timothy H. Brosnan as President of the United 
States Life Insurance Company. The Board of Directors of the company elected 
Mr. Burford President by unanimous vote, thus fitly recognizing his long and faith- 
ful service and capability for the office. Mr. Burford has been with the United States 
Life for over twenty-one years, and during a large part of that time was Actuary 
of the company. On Mr. Brosnan’s recent return from Europe, and when it be- 
came evident that his health was seriously impaired, he received an extended leave 
of absence, and Mr. Burford was at that time elected Vice-President, to act as 
President during Mr. Brosnan’s absence. He has ably conducted the affairs of the 
company since that time, and the vote of the Directorschanges his title only, for he 
possesses thorough familiarity with the duties of the President’s office.—W. Y. 
Spectator. 


EvILs OF SPECULATION.—The Boston Advertiser, in writing about the recent 
heavy defalcations in that vicinity, says : ‘‘ The wiping out of fortunes, the destruc- 
tion of honored reputations, the betrayal of trusts, the sharp blows to a great com- 
munity, have all come from speculation. An inordinate desire to be rich, to build 
up fortunes, to live in luxury, to maintain great establishments, seems to be the ma- 
nia of the day. The passion for money, to be used in extravagance and show, is 
the mainspring which supplies the cause for these crimes, against which all the sen- 
timent of honor as well as the selfishness of safety seem to be powerless. Osten- 
tation, expenditure and display, in themselves no worse than weaknesses, are the ini- 
tial steps to wrongdoing and disaster, leading through the easy path of speculation 
toruin. The hazarding of great stakes upon chance, speculation in the hope of re- 
trieving losses, are the apparently easy hand-maidens waiting upon ambition, but 
how seldom do they, sooner or later, fail to become the Fates of those whom they 
appeared to serve, and how suddenly do they snap the thread which they weave !” 
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TREASURY FINANCES.—The month of September has been one of large receipts 
from customs and internal revenue, and has witnessed a slight gain of gold and a 
large output of silver from the Treasury. The debt reduction is estimated at about 
$11,000,000. The receipts were about $32,000,000, the expenditures about $21,- 
000,000. The Treasury holds about $6,000,000 less of silver than one month ago. 
The output of the new silver certificates was large, and the standard dollar circula- 
tion was increased from $56,692,000 to $59,635,000. The Treasury believes that 
the standard dollar circulation can be forced above $60,000,000, perhaps to $65,- 
000,000, but that such result cannot be long mantained. The legal tender holdings 
increased about $1,000,000 this month. 

THE GUARANTEE COMPANY OF NORTH AMERICA has sent out a hand-bill 
(with photograph and description) offering $500 reward for the delivery to the police 
authorities of Philadelphia, of James Alexander Lesley Wilson, the absconding 
Treasurer and Secretary of the Chesapeake & Delaware Canal Company of that 
city. Meanwhile the Guarantee Company has forwarded its check for $10,000 in 
discharge of the bond issued by it on Wilson's behalf. In the letter forwarding 
the check, Manager Rawlings says . ‘‘ In handing you this check, the directors de- 
sire me to convey their great regret at the extensiveness of the frauds committed by 
the said Wilson upon you, and they desire me to add that they wish to co-operate 
with you in a vigorous pursuit of Wilson, and will join you to the extent of $500 
in any reward you may offer for his apprehension. In addition, they will be happy 
to place at your service the organization of this company in any and every way in 
order to secure the due punishment of Wilson.” In this business-like fashion the 
Montreal Company invariably conducts its business, and thereby has deservedly se- 
cured the confidence of those who can thus safely rely upon its bonds of suretyship. 

BANK CIRCULATION.—The following letter has been written by W. W. Flanna- 
gan, Cashier of the Commercial National Bank of New York, in response to the 
following questions by the Comptroller of the Currency : 1. ‘‘ Howcan the banks be 


released from the obligation to invest a portion of their capital in United — 
2. ‘* How 


bonds, yet retain the power to issue a thoroughly secure circulation?” < 
can the National Bank circulation be made, what it ought to be, the elastic element 
in our national currency?” The problem to be solved, says Mr. Flannagan, is to 


provide, 1. A circulating medium, available for the whole country. 2. Absolute 
security therefor. 3. A flexibility of volume according to the requirements of trade. 
We cannot have the first under a State-banking system. We cannot have the second 
by a pledge of Government bonds, as now, and also pay the National debt. We 
cannot have the third, by any direct issue of the Government, unless it also adds the 
discount of business paper to its other functions. Therefore, we must have a na- 
tional system of banking, with a bank circulation, if we can find the absolute secur- 
ity. Heretofore the security has been in the shape of an interest bearing debt of 
the Government, and this interest received has been the inducement to banking 
capital to adopt the National banking system. With the discontinuance of this in- 
terest the inducement ceases, and as it goes without saying, that some inducement 
must be offered, I suggest the utilization of the profit from the coinage of silver for 
this purpose—not that the National banks shall be the beneficiaries o this profit 
for I shall suggest nothing of the kind, but that this margin of profit shall be the 
basis for the increase of circulation over and above the actual bullion deposited as 
security, and that the coinage itself shall only take place when a bank shall go into 
the hands of a receiver ; or, to state the proposition as applied to a single case, au- 
thorize a National Banking Association to deposit silver bullion with the Treasury 
as the security, limited in amount by its capital and surplus, and by pledging its as- 
sets, allow an issue of circulating notes to the coin value of such bullion. The sil- 
ver men in Congress have shown their determination and their ability to retain the 
compulsory purchase of silver by the Government, notwithstanding the recommend- 
ation to the contrary in three or more successive reports from the Bureau of the 
Comptroller of the Currency, and the protest of three successive Bankers’ Conven- 
tions, professing to represent the moneyed interests of the country. The banks 
might as well realize this fact, and themselves furnish the market for silver bullion, 
thus converting enemies into friends, and at the same time prolong their existence, 
as well as provide a redeemable circulating medium, on a gold basis. 
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State. Place and Capital. Bank or Banker. Cashier and N. Y. Correspondent. 
ARK.... Forest City .... Bank of Eastern Arkansas Fourth National Bank. 
$30,000 Jesse W. Wynne, /*. Chas. H. Sanders, Cas. 
CAL. ... Pasadena...... Home Bank........ stannell National Park Bank, 
A. Guild ae 
u - San Francisco.. Crocker-Woolworth N. B. National Park Bank. 
$1,000,000 Ralph C. Woolworth, Pr. Wm. H. Crocker, Cas. 
a - Santa Rosa .... Samta Roes National Bk. 3 cccccccccces 
$100,000 E. W. Davis, Pr. Lewis M. Alexander, Cas. 
DaK.... Alpena........ Se RN cckacice. bw nese dens 
u » BORNE. a svcve Bank of Ardoch.......... Gilman, Son & Co. 
$10,000 Ernest R. Jacobi, Pr, Fred. L. Streit, Cas. 
IDAHO.. Wordner...... Bankof Murray (Branch), = =—=——_—s_ seaaeeseeeee 
A. J. Atchison, Cas. 
KAN.... Atwood....... Western mm, ns ninen went Third National Bank. 
O. J. Dean. 
” . Ashland. . . Winton & Deming Pie ees 
$30,000 C. F. Winton, Pr. Herbert E. Taylor, Cas. 
a . Belleville ...... American Exchange B’k. National Bank of Republic. 
$75,000 M. C. Hubbard, Ay. H. M. Hubbard, Cas 
" . Coffeyville..... C. M. Condon & Co.. Chemical National Bank, 
$50,000 Chas. M. Condon, "Pr. Chas. M. Ball, Cas 
u ~~ ay Caney Valley Bank...... First National Bank, 
100,000 Geo. Slosson, Pr. Perry S. Hollingsworth, Cas. 
" p is abcde Bank of Galva.......... Chemical National Bank. 
$12,000 Geo. W. Hanna, Cas. 
” » Bee GD on'dcas Citizens’ a ped-edéwihiaes-\- ‘3,51. (oes 
A. Coffin, Pr. H. A. Coffin, Jr., Cas. 
" . Hutchinson.... Bank of yp Be ate aed Bank of North America. 
$50,000 Willard H. Bohart, Pr. J. R. Pope, Cas. 
a . Irving... ..... Marshall County Bank... J. H. Davis & Co. 
Henry A. Swift, P. & C. 
w _.. Independence... White’s Bank........... First National Bank. 
G. A. White, Pr. Wm. White, Cas. 
” . Junction City.. H. L. meee i” ee First National Bank. 
. B. Harris. 
" . Mankato....... Jewell pa. Bank..... Chemical National Bank. 
$35,000 (La Mar & Goodrich). 
” . Marquette...... fy eT 
(Heath, Darrah & Co.) Wm. W. Russell, Cas. 
u . Richfield....... Morton County Bank.. Corbin Banking Co. 
$12,500 Frank Bentley, Pr. J. W. Robinson, Cas. 
®. so VOUS... ccc ee Oe Pecéccesss . °° Gees Vanecens 
‘$10,000 Calvin P. Russell, Pr.S. W. Pennington, Cas. 
” . Waterville. .... Commercial Bank....... National Bank of Republic. 
5; James M. Searles, Pr. O. D. Hall, Cas. 
” . Wellsford...... Kiowa County Bank..... Hanover National Bank. 
$50,000 J. H. Evans, Pr. A. C. Morris, Cas. 
eveses Leitchfield ..... Grayson County Bank... United States National Bank. 
$25,000 G. W. Long, Pr. R. C. Hazelip, Cas 
Mass... Medford....... Medford Collection Co... First National Bank, 
L. O. Jones, /* W. A. James, Manager. 
MICH... Ironwood...... eee ee 
$10,000 (O. E. Karste.) O, E,. Karste, Cas. 
MINN... Mankato....... Mankato Natioesi Geek 2... wevesccecece 
$100,000 Daniel Buck, Pr. John R. Thomas, Cas. 
” . .. were West Side Bank......... Mercantile National Bank. 





( Monthly List, continued from September No., page 2371.) 


Joseph Minea, Pr. Geo. H. Hosmer, Cas. 
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State. Placeand Capital. Bank or Banker. Cashier and N. Y. Correspondent. 
Miss,... Yazoo City..... First National Bank..... «= wane eeeeeeee 
$50,000 L. Lippman, /r. L. B. Warner, Cas. 
BOs 056. c PEMINOR oo ccce CHF BiMsccce.cccpscces Kountze Bros, 
A. J. Williamson, Pr. Joel E. Brown, Cas. 
fee. ee Wm. C, Little& Co..... § § —=-—s_ ave 6606¢000~ 
NEB.... Hastings...... Farmers’ Bank .......... Fourth National Bank. 
Geo. H. Johnson, Pr. T. A. Snow, Cas. 
e sp RB icccccscce Maple Valley Bank...... National Bank of Republic. 
(Bolton & Whiting.) 
« .. Platte Centre... Platte County Bank...... Chemical National Bank. 
$25,000 John P. Dorr, Pr. Geo. H. Stevenson, Cas. 
N. MEX. Silver City. .... TT 
$50,000 Chas. H. Dane, Pr. 
er Philadelphia.... Fourth Street Nat. Bank. Fourth & National Park Bank. 
$1,500,000 Sidney F. Tyler, Pv, R. H. Rushton, Cas. 
Texas.. Comanche...... _  , ¢ ewe Tree TTT 
$50,000 H. R. Martin, Pr. T. C. Hill, Cas. 
Wro.... Buffalo........ Johnson County Bank... National Park Bank, 
Leopold Moss & Co.) 
2 .e Dougias....... First National Bank...... Hanover National Bank. 


$75,000 De Forest Richards, Pr. J. W. Foster, Cas. 





= = 





OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
(Continued from September No., page 234.) 
















No. Name and Place. President. Cashier. Capital. 
3554 First National Bank............ Chas. H. Dane, 
eon = =8©—&— —<—~™séséssSsSSCS Ce HOD COCO $ 50,000 
3555 Crocker-Woolworth Nat’l Bank. Ralph C. Woolworth, 
San Francisco, CAL, Wm. H. Crocker, 1,000,000 
3556 First National Bank............ DeForest Richards, : 
_ Douglas, Wyo. J. W. Foster, 75,000 
3557 Fourth Street National Bank.... Sidney F. Tyler, 
Philadelphia, PENN. R. H. Rushton, 1,500,000 
3558 Santa Rosa National Bank...... E. W. Davis, 
Santa Rosa, CAL. _ Lewis M. Alexander, 100,000 
3559 Kingman National Bank........ Edgar Henderson, 
Kingman, KAN. John A, Cragin, 75,000 
3560 First National Bank............ Gilbert Gulbrandson, 
Albert Lea, MINN. Daniel W. Dwyer, 50,000 
3561 First National Bank............ H. R. Martin, 
Comanche, TEXAS. T. C. Hill, 50,000 
3562 Mankato National Bank........ Daniel Buck, 
Mankato, MINN. John R. Thomas, 100,000 
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How To BUILD A RAILROAD.—The modern way of building a railroad on noth- 
ing and making it a paying enterprise to the projectors is well illustrated in the case 
of the Arkansas Central narrow gauge road, costing for the 48 miles constructed and 
equipped less than $10,000 a mile. From the counties and cities along its line the 
owners obtained bonds and grants to the amount of nearly $500,000. The State 
gave it $160,000 for arranging that the bed could be utilized for levee purposes, and 
lent it $1,350,000 worth of State bonds. The road was then bonded for $2,500,000 
and a considerable amount of stock certificates issued. Then the road made default 
in payment of interest, and a receiver was appointed, who made a liberal issue of 
certificates for completing and repairing it. Then it was sold at auction, and bought 
in for $40,o00—in receivers’ certificates, purchased at a heavy discount. Any syn- 
dicates desiring to go into the railroad business should cut this out for future refer- 
ence.—Omaha Bee. 
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CHANGES OF PRESIDENT AND CASHIER. 
(Monthly List, continued from September No., page 233.) 
Bank and Place. Elected, in place of 
N. Y. Ciry..Chatham National Bank.. W. H. Straun, Ass’ Cas. _—s...... . se ss 
u . Gallatin National Bank....... D. H. Mulford, Ass’t¢ Cas. oedocece 
DAK ,.. First National Bank, Bismarck. O. H. Whitaker, Cas.... G. H. Fairchild.. 
# .. Deadwood Nat. B., Deadwood. Ben Baer, V. P.......22 = sueveces 
” . First National Bank G. A. Ulnie, V. Renee os kote 
Dell Rapids. M. R. Kenefick, Cas..... F, J. Eighmey. 
M . Beadle County National Bank John W. Vrooman, Pr.. E. F. Dutton. 
Huron 
DEL.... Central National Bank, Sam’! McClary, Jr., Pr.. John H. Adams.* 
Wilmington. } Phillip Plunkett, V. P... Sam’l McClary, Jr. 
) Citizens’ Nat’l B’k, Princeton. E. S. Ferris, Ass’¢ Cas... = neeeeces 
” . Illinois National Bank, Sn i. Messe... —eencede 
Springfield. Prask Reece, sme FP. lc cekccee 
Iowa... Bank of Neola, A. A. Watts, Pr..... ... J. H. Henry 
Neola. { Henry Rustin, Cas....... Leander Lodge. 
Kansas. First Nat. Bank, Arkansas City Calvin Dean, V. P...... cen eeees 
»  .. Harper National Bank, Harper. A. M. Dumay, Ass’¢ Cas. B. J. Wrightman.. 
Mass... Merchants’ National Bank..... A. P. Weeks, Cas....... Geo. R. Chapman, 
MICH... Merch. & M’f’rs’ N. B., Detroit J.Henry Cleveland, 4.C. _......... 
Miss,... Capital State Bank, Jackson... S. T. Barnett, Pr....... Thos. E. Helm 
Minn... Lac qui Parle County Bank, | H. L. Hayden, Pr....... ce eee 
Madison. {| P. G. Jacobson, Cas..... «= seeeeee- 
Mo..... Bank of Edina, P. B. Linville, Pr....... E. V. Wilson. 
Edina. | J. E. Adams, Cas....... P. os oa 
.. First Nat’l Bank, Fort Benton, C-. E. Conrad, Cas...... E. G, Maclay...... 
es First Nat’l Bank. Miles City... H. F. Batchelor, Cas.... F. E. Hammond... 
P. Hopkins, Pr....... Ezra Millard.* 


et 
PENN... 


TENN. . 
TEXAS. 
a“ 7 


_ W. Va. 
WIS.... 


First National Bank, Indiana.. Thomas Sutton, Pr...... 


A. 
Alfred Millard, Cas...... A. P. Hopkins. 


Commercial National Bank, 
O F. B. Bryant, 4ss’¢ Cas. Alfred Millard. 


maha. 


.. First National Bank, Arapahoe Henry Chamberlin, Cas. Q. L. Allen. 
, First National Bank, N. Auburn H. H. Waite, Ass’¢ ‘Cas. 


. Citizens’ National Bank, Peter U. Fowler, Pr..... Jonathan Vail.* 
Yonkers, {| Peter J. Elting, V. P.... Peter U. Fowler. 
Bank of Oxford, Oxford....... W. EE. Hiamt, Cae. ince W. B. Gulick. 


First National Bank, Gettysburg Sam’! L. Bushman, Cas. Robt. Bell. 
John Prothero. 


i Tenth National Bank, Phila... Walter Scott, Cas....... R. H. Rushton. 
Farm. & Merch. N. B.,Clarksv’le J. J. Crusman, Pr....... Horace H. Lurton, 
Abilene National Bank,Abilene. J. G. Lowdon, Cas...... J. C. Lackland. 

. City B’k of Sherman, Sherman. A. W. Byers, Cas.. . C. C. Jones. 
Charleston N. B., Charleston . E. A. Reid, Cas..... -».. W. B. Seaton. 
Bank of Sparta, Ive A. ERM, Ph... ..cccne Thomas B. Tyler.* 

Sparta. E. H. Canfield, V, es . Ira A. Hill. 


* Deceased. 


a i 





Mr. Wo. C. LITTLE, who has been on Wall street, New York, for over three 
years, and who is well known among St. Louis business men, has returned to that 
city, and will devote his attention to the banking house of Wm. C. Little & Co., 205 


North Third street. 
branches, and gives special attention to local securities and investment bonds. 


The house does a banking and brokerage business in all its 


Mr. 


Little’s experience in the business will be a strong factor in securing success, and 


his friends will give him a hearty welcome. 
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CHANGES, DISSOLUTIONS, ETC. 


(Monthly List, continued from September No., page 232.) 


Handy & Cronise; succeeded by Handy & Harman. 
..«» Pensacola.. .. F. C. Brent; now F. C. Brent & Co. 
Atlanta John H. James & Co.; now J. H. & A. L. James. 
. Raymond. John Green ; succeeded by Bank of Raymond. 
. Manning Bank of Manning (Henshaw Bros.); suc. by A. T. Bennett, 
. Exchange Bank (Stults & Co.) ; succeeded by S. F. Stults. 
Murray Bank (Cowles & Riley); now Riley, Simmons & Co. 
». F, Riley ; succeeded by Riley, Simmons & Co, 
. Bank of Greenleaf ; now First National Bank. 
Edwin H. Corey ; succeeded by Joseph Davis, Corey & Co. 
MicuH... St. Louis...... Bank of St. Louis (Kneeland & Smith) ; succeeded by F. G. 
Kneeland. 
Minn... Albert Lea City Bank ; succeeded by First National Bank. 
NEB.... Broken Bow... Custer Co. National Bank; gone into voluntary liquidation. 
.eee---- Garlicks & Johnson ; now Bank of Commerce. 
Rixey Brothers will soon change to National Bank. 
. Douglas Richards Bros. & Brown ; succeeded by First National Bank. 





—_— _ 
— = 


JouN J. BEcK resigned on the 4th day of August last as Cashier of the National 
Bank of Sturgis, of Michigan. For twenty-two years he has held the responsible 
position of Cashier here, and he has performed his duties as Cashier well and 
faithfully. Much of the success of the bank is attributable to the quiet, gentle- 
manly, courteous manner in which he conducted the business, and his whole life 
and career has been a credit and an honor to himself and his family. The direc- 
tors and stockholders of the bank accepted his resignation with regret, and resolu- 
tions to that effect were drafted. 





SS — 


The reports of the New York Clearing-house returns compare as follows: 
1886 Loans. Specie. Legal Tenders. Deposits. Circulation. Surplus. 
Sept. 4... $339,106,600 . $70,258,300 . $23,150,100 . $345,951,900 . $8,061,800 . $6,920,425 
** 1... 337-631,800 . 73,159,400 ~. 20,901,800 . 345,708,500 . 8,060,600 . 7,634,075 
*€ 18... 337:307,600 . 74,092,200 . 20,033,000 + 345,772,300 . 8,107,400 . 7,682,125 
*€ 25... 337,485,700 . 76,642,800 . 19,211,000 . 347,095,700 . 8,138,700 . 9,079,875 
The Boston bank statement is as follows: 
1886. Loans. Specie. Legal Tenders. Deposits. Circulation, 
Sept. 4.... +++ $140,902,900 ..++ $9,514,500 .... $2,863,500 ..-. $96,889,200 ..,. $15,696,900 
 BBeccercce SECMGORED 2000 9,374,600 ... 2,895,300 .... 979774,200 
© GBrcccoce B60 MEP .. 9,216,400 .. . 3,068,700 ....  99,947,;900 .. 15,709,100 
os 141,579,100 .... 9,120,600 .... 3,058,000 .. 98,998,700 .... 15,689,500 
The Clearing-house exhibit of the Philadelphia seth is as annexed : 
Loans. Reserves. Deposits, Circulation, 
«+ $87,397,900 naan $22,008,700... $82,628 ,c00 pene $5,515,500 
87,269,000 oe 22,599,900 .... 83,194,200 R 5,596,583 
87,743:700 8 wwe 22,443,800... 84,320,500. se 5,604,530 
87,424,600 see 23,470,100 .... 85,019,500 eens 5,907,500 
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THE BANKER’S MAGAZINE. 


NOTES ON THE MONEY MARKET. 
A FINANCIAL AND COMMERCIAL REVIEW. 


The indications noted in our last number, of marked improvement in the 
general business of the country during the past month, have been fully veri- 
fied. Not only this, but bull speculation has been stimulated thereby in 
many of the branches of business, while the bear tendency that had pre- 
vailed for three years or more has been checked in nearly all speculative 
articles. The most notable instance of this has been in the railroad stock 
market, which has experienced a genuine boom based upon the greatly and 
generally increased earnings of the railroads of the whole country and espe- 
cially of those in the grain sections. : 

In our last we explained at length the crop situation and results of the 
harvest, present and prospective, in their bearings upon our export trade, for- 
eign exchange and money market, including gold imports and the dividend 
earning power of our railroads. Especially was the near prospect of largely in- 
creased railroad earnings, consequent upon the early and free movement of 
the crops, pointed out. Those predictions have been more than verified. The 
result is seen in increased dividends by the old dividend payers, while a 
goodly number of non-dividend stocks have been added to the list of invest- 
ment securities. These facts, together with the harmonizing of the opposing 
interests represented by the Gowen and the Drexel parties in the proposed re- 
organization of the great Reading property, have caused the sharpest advance 
in the stock market since the West Shore reorganization scheme was carried 
through, over a year ago. The result has been the highest prices yet made 
on most stocks, and the market has widened and the public has come into 
the market again for the first time since Vanderbilt’s death checked the West 
Shore boom last fall. In many respects the two cases were parallels. There 
could be no permanent peace nor genuine prosperity to the trunk lines so 
long as the bankrupt West Shore had the power to make freight rates for 
the solvent roads. So the coal roads, the next most important system in the 
country to the trunk lines, could not maintain the prices of coal so long as 
the greatest producer and carrier was bankrupt and was only compelled to 
pay running expenses. When this wet blanket on the coal trade was lifted, 
therefore, with the adoption by the chief parties in interest, of a plan of 
reorganization that should place the key of the coal trade and of the coal 
roads upon a sound and paying basis, there was good ground for another 
bo m in the coal stocks especially, while the increased earnings of the Gran- 
ger and trunk line roads, was the basis of a renewal of the advance from 
the point to which these stocks were carried by the West Shore rise. This 
has been brought about by the maximum movement of good crops, however, 
and little increase from this time can be expected. It is true that people 
look for the trunk lines to do better after the close of inland navigation 
when rates are advanced. But this will not hold good this year, for there 
has been all the freight the land and water routes could carry both ways 
at good rates, which have as a rule been well maintained the past two 
months, 
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The stocks of grain at the seaboard are rapidly increasing and will be large 
enough at the close of navigation to supply any ordinary export demand dur- 
ing the winter, together with ordinary rail receipts. Hence, should the roads 
advance rates, this would not be likely to increase their earnings during the winter. 
From these facts it would appear that what we correctly predicted a little later 
than this, last fall, of the West Shore, is now equally true of the Reading re- 
organization advance; namely, that it has nearly if not fully discounted the 
cause, for, if carried farther, it will necessitate rates of freight and prices for 
coal that the commercial and manufacturing interests cannot stand. In other 
words, it would be the absorbing by the railroads all the improvement in the 
business of the country instead of sharing it with those interests on whose 
prosperity that of the railroads and the coal trade depend. These must all 
move up the grade of improvement hand in hand, and as the earnings of the 
transportation interests increase, so must those of the commercial, financial 
and manufacturing and industrial interests. Already the rates for money have 
advanced their full proportions, as well as the prices of stocks based upon 
their dividend-earning power with money at 6 @ 8 per cent. instead of 2@ 4 
per cent. as a year ago. 

Wages have in some cases been advanced in proportion to the rates for 
money and the earning power of railroads. But this has not been general, 
and they will have to be equalized. The inland water transportation interests 
have gotten their share of the improvement to date, with the railroads. But 
ocean transportation interests have not yet secured their share, for they have 
been as badly depressed by lack of business for their increased carrying 
capacity, as have the railroads. This process of equalization of land 
with ocean freight rates is now under adjustment, and has seriously checked 
our export trade the past month. There have been orders for our wheat 
and corn in our markets all the month past, sufficient to have kept the 
volume of exports up to those of August. But the scarcity of, and higher 
rates for ocean tonnage have reduced the shipments of wheat one-third to 
one-half. 

As a result, our stocks have accumulated under the free movement of the 
crops, and the prices of grain have declined under increased receipts and 
decreased shipments. But this decline has more than been absorbed by the 
steady advance in ocean freights, all of which has so far been paid by 
wheat, until that and our other cereals are lower than last year, notwith- 
standing Europe has 25 per cent. smaller crops, which deficit must be drawn 
from us. While the other exporting countries of the world have all much 
less to give her than last year, and we alone have more, we are getting no 
improvement in prices corresponding with the world’s reduced supply. It is 
plain, therefore, that the agricultural as well as commercial classes are not 
getting their share of the improvement in the general business of the coun- 
try. The prices of produce and the margin of profit for moving it to mar- 
ket must therefore advance and increase as well as ocean freights and wages 
of the industrial classes generally, before the railroads can ask for any greater 
share of the general improvement of business. 

Any material further advance in stocks, therefore, that would necessitate 
higher rates of freight to pay dividends upon a basis of 6 per cent. or 
more for money, would react on the roads themselves and reduce instead of 
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increase their earning power by checking instead of increasing the business 
that pays them tribute. 

It would also aggravate the money stringency by requiring more to carry 
them, and withdraw and lock up that much more in speculation, from legiti- 
mate business that demands the help of the banks first and the speculators 
afterwards. Not only this, but anything that checks exports—as do high rates 
of freight—checks also the imports of gold and adds to the money stringency. 
From every point of view, therefore, except that of the speculators and stock 
jobbers, any further advance in the prices of stocks in the present conditions 
would be a handicap on all other interests, that would react on the railroad 
interests themselves before another three months should have passed away. 

The increase in the reserve of the banks, as shown in _ the last 
statement after a long period of reduction in the surplus, notwithstanding 
this heavy movement of the crops, which has probably reached its maximum, 
would seem to indicate that the worst of the money stringency is over, unless 
speculation aggravates it. The foreign exchange market has been held in its 
present position by steady and heavy buying of our stocks by London and 
some of the Continental markets, which has offset the falling off in com- 
mercial bills since August by an increase of bankers’ bills against these pur- 
chases of stocks, which were only sold early in the month for a week or so 
on the European war scare over the Bulgarian controversy. During the 
month also the reaction in the silver market of London to 45 shillings, and 
its effects on Indian Exchange, will help American Exchange by giving 
American wheat an advantage of five cents per bushel over Indian as compared 
with last year. This and other conditions have so changed since a year 
ago that, all considered, American grain of all kinds, and especially wheat, 
are now cheaper than those of any other country. This, together with a 
preference for our markets by Europe over any others than her own, insures us 
a good market and export demand for our crops, though it can and may be 
delayed until the next calendar year, unless a cessation of the bear raiding 
of our produce markets by the bear speculators in Chicago, and an equalization 
of ocean with land freights, shall bring the demand—so soon as the present 
rush of the first movement of our wheat crop to market and that of Europe 
shall be over. This is looked for by November 1st, and is liable to happen 
any day. 

As indicated in our last, the later estimates of almost all our crops are 
higher, as the damage by drought in July proved to have been over-estimated. 
On the other hand, the speculators have overdone these increased estimates by 
selling the markets below where they were before that damage, which was 
serious, was done, in many cases. A recovery to a higher level from this reac- 
tion from a level too high at the beginning of the crop is now or soon will be 
in order throughout the whole breadstuffs list. 

Hog products have been bulled by manipulators on the September options 
of pork, ribs and lard by a clique in Chicago, who had some of the large 
operators there and in New York as well as in Europe short of that month. 
This forced advance has now been nearly lost since the shorts have settled 

either by the cliques margining them out or meeting them half way for a set- 
tlement, as the packers who were running the deals were more anxious to get 
the price of hogs down toa lower basis before the beginning of the winter pack- 
ing season, November Ist, than to force the prices of products as high as it 
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was in their power to do. Hence, when the shorts had settled, the bulls 
themselves turned around and broke the market down, until lard is 1% cents 
per lb. and pork $2 per bbl. below the top prices in Chicago for September. 
[t is believed that during October the prices of both products and hogs will 
be forced considerably lower still; yet it is also believed that the same 
cliques in Chicago who squeezed the shorts in September into settling have 
them short also for October, on pork if not on lard, and that the price will 
be forced up again before the final break. Meantime our exports of provisions 
have fallen far behind a year ago in consequence of this manipulation, as’ 
shippers would not buy our products while they were held fictitiously high on 
the spot and for September, as the prices of the later months were so much 
lower that it was offering exporters a premium to wait till the deals were over 
before buying. Stocks are therefore light on the other side, except as the 
cliques have consigned a great deal of lard or sold it in Europe at K¥ @ 
gc per lb. less laid down there than it was held at here or in Chicago. 
Indeed at one time the price of cash lard was 7% cents in Chicago, 7% 
cents in New York, 7 cents in Liverpool, and 6.90 cents on the Continent, 
the same clique selling at these prices in all those markets. When these 
markets are allowed to resume their natural position again a good export 
trade is looked for as well as in wheat, corn and flour, and shipments are 
likely to increase rapidly after November Ist. It is also probable that the 
labor troubles at the Chicago Stock Yards will break out again in October, 
in an effort of the packers to return to ten hours’ work for the ten hours 
pay now given for eight hours’ work. This may cause a lock-out, which 
would send products up and hogs down, and enable the packers who 
would cause the stoppage to sell future deliveries freely on the basis of 
the October advance in products, while they were getting hogs down 
where there would be a big margin of profit on such sales. 

Cotton still lags behind other produce markets in speculation, as the pub- 
lic do not seem to take to cotton as to grain and pork, as the latter are 
Northern products with which the Northern speculative public are familiar 
and about which every speculator thinks he knows as much as Horace Greeley 
thought he did about farming. There has been some damage to the cotton 
crop in some sections by drought in July and in other sections by wet 
weather since. Yet on the whole there will be a good average crop, while 
the statistical position of the markets of Europe and the United States is 
healthy and growing stronger with the improvement in the manufacturing in- 
dustries of this country and of Great Britain, which latter are helped by the 
advance in silver and in Indian exchange as much as Indian wheat is de- 
preciated. 

The petroleum market has become so completely a speculative foot-ball 
since New York was made the leading speculative as well as export market, 
that it is difficult to explain its movements except upon the manipulation of 
the Standard Oil monopoly, which has, except at times when Wall Street takes 
a strong hand in the market, as complete control of the crude as of the re- 
fined market. For the past month new wells have enabled the Standard 
brokers to hammer the price of crude down to near 60 cents, which is pretty 
low, and a reaction should be in order one of these days unless railroad stocks 
should break and oil go off in sympathy. But this is scarcely probable to any 
great or protracted extent. 
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Manipulation has also been very successful on the bull side of coffee the 
past month, and it has been put up very sharply here and in Havre on a 
short crop in Rio, which appears to have been nearly discounted for the pres- 
ent, however. 

The iron interests have improved and are well sold ahead as a rule in 
all manufactures of railway supplies, the demand for which has been enor- 
mous for the replacement and renewal of old plant and rolling stock and 
motive power, which have not been equal to the demands made by freight 
‘traffic on old roads, while steel rails for new and old have been sold far 
ahead of production. Yet speculation has not taken hold of iron as it did in 
1878 to 1879. 

The coal trade has steadily improved both as to prices and demand and 
the market is in good shape for an active and profitable fall and winter trade 
both for domestic uses and manufacturing purposes. The decreased production 
of bituminous last summer, on account of the protracted strike, has placed the 
anthracite companies in a better position than they have been for a long time. 

The manufacturing interests are all in full blast and selling their goods. 
Some traveling men complain that their orders so far this fall have not been 
up to expectations, though better than a year ago. But this is not general, and 
jobbing houses as a rule have had a big fall trade at good prices. Yet the un- 
seasonably hot weather of September has no doubt hurt the wholesale and jobbing 
dry-goods trade some as it has the retail. Labor troubles have not been general or 
of importance the past month. The renewed outbreak between the street car 
lines in August, that promised to be serious, disappeared as suddenly as they re- 
appeared, and with the exception of their prospective renewal in Chicago, noted 
above, the relations of employers and employed seem more harmonious than 
for six months past. The truth probably is that fewer are known, because 
quietly settled without a rupture by the parties themselves, both having learned 
wisdom and their interests by the hard experiences of last spring and summer. 

On the whole, therefore, there seem to be fewer clouds on the business 
horizon at the beginning of October than for years, while the prospects of 
a period of sound and legitimate prosperity, devoid of the speculative craze 
of 1879 to 1881, were never more flattering. The only dangers have been 
pointed out above of single interests and speculators endeavoring to appropriate 
to themselves all the improvement at the expense of the general prosperity, 
upon which individual depends. 


EEE 
DEATHS. 


BRITTON.—On August 2, aged sixty-two years, JOHN W. BRITTON, President of 
Union Dime Savings Bank, New York City. 

DOLLNER.—On August 28, aged eighty-one years, HAROLD DOLLNER, Vice-Presi- 
dent of Union Dime Savings Bank, New York City, and Director of Mechanics’ 
Bank, Brooklyn, N. Y. 

MoorRE.—On September 16, aged seventy-two years, GEO. MOORE, President of 
West Side Bank, New York City. 

PUFFER.—On September 26, aged eighty-six years, Geo. S. PUFFER, President 
of the late Atlantic State Bank, Brooklyn, N. Y. 

TYLeR.—On July 18, aged sixty-two years, THomas B. TYLER, President of 
Bank of Sparta, Sparta, Wis. 












